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Saturday, 
November 15, 1958. 
Submission of 
INTERPROVINCIAL FARM UNION COUNCIL 
Appearances: 
Mr. J. Patterson Chairman 
Me. A.W. Platt President, Farmers! 
Union of Alberta 
THE CHAIRMAN: We will open the hearings 
this morning with the brief of the Interprovincial 


Farm union Council which will be presented by Mr. 
Patterson. 

MR. PATTERSON: Thank you, Mr. Chairman. 

We would like at this time, Mr. Chairman, 
to express our appreciation for the opportunity of 
appearing before you for the second time. 

Our executive felt it was desirable that 
we should make this presentation on the national 
level. 

You have, during the past months, received 
representation from each of the provinces that com- 
prise the membership of the Interprovincial Farm 
Union Council, and we wish at this time to re-emphasize 
some of the main points that have been raised and 


to submit further information on various aspects of 
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our case. 
Ve appreciate that you have accumulated 
a vast amount of material. If we have reproduced 


some of the factual information and tables you have 
already seen in previous submissions, we do so 
merely for the purpose of rounding out our case at 
this time. 

The work of this Commission has attracted 
very widespread attention, and the significance and 
relationship of this study to the establishment of 
a national farm program is becoming increasingly 
evident. 

On August 30th, Prime Minister Diefenbaker 
outlined a seven-point agricultural program for 
Canada. We think it would be fair to suggest that 
the appointment of this Commission is of such im- 
portance that it should be considered the eighth 
point in the government program, in view of the im- 
portance of the study in producing evidence we 
believe will have tremendous economic significance 
to the farmer. Also, it should provide data of 
vital importance to the government in dealing with 
farm policy. 

Because of the frequency with which Royal 
Commissions have been appointed in the course of 
recent years, there has developed an area of scepticism 
as to the benefits to be derived from Royal Com- 
missions as such, and the objective of governments 
in establishing such commissions. We assume that 


the Government has perfectly honest intentions with 
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respect to the appointment of this Commission. We- 
note that ample provision is provided in the Com- 
mission's terms of reference for recommendations 

to the government with respect to this whole matter 
of price spreads, and have every reason to believe 
that your recommendations are being eagerly antici- 
pated. We sincerely hope, therefore, that these 
will will be definite recommendations, of such a 
nature that the government will have the type of 
information and guidance to enable them to apply 
these recommendations in the interests of all groups 
concerned. 

In emphasizing our case today, we would 
point to the deterioration in net returns to the 
farmer for his products over a period of years. 

Table 1 will indicate the fluctuations 
in agricultural prices of farm products, and also 
of commodities and services used by farmers. In 
other words, this chart indicates very objectively 
the nature of the cost-price pressure on Canadian 
agriculture. It also gives an indication of the 
extent to which farm people have absorbed rising 
merchandising costs in maintaining relatively stable 
prices on the retail market. 

It will be noted that the margin between 
cash and net income per average farm, increased 
from $690 in 1951 to $1,933 in 1956. This condition 
vividly illustrates the combined effect of falling 
farm prices and rising farm costs that have plagued 


farmers in recent years. 
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Table 1 illustrates the widening disparity 
that has developed between farm costs and farm prices, 
contributing to what is commonly referred to as the 
"cost-price squeeze". 

Table II which follows, indicates the 
extent of the deterioration particularly in grain 
prices on the prairies. We would point here to 
the gradual deterioration in income from small 
grains, which is considered the main source of income 
for the prairie region, and which products have had 
no benefit from price supports. 

On the other hand, you will note that 
milk producers have suffered a much lesser decline 
in price in terms of constant dollars. This has been 
made possible by the fact that through milk control 
policies, the price of milk has, since 1947, moved 
Slightly upward. 

We appreciate that only by the most 
economic use of land, labour and capital, can farmers 
reduce the unit cost. In recognition of this 
principle, producers have stepped up their farm 
output to the maximum, by adopting all techniques 
available to increase productivity. 

Agriculture in the post-war period has 
become entirely mechanized. Tremendous technological 
advances have been made which farmers have been able 
to apply in their farm management program, and not- 
able advances have been made in the fields of plant 
science in producing varieties of grains that are 


not only more resistant to many hazards, but which 
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have increased the output per unit very substantially. 

This action, of course has put the pro- 
ducer in a surplus position which has reduced his 
bargaining power, with the result that higher out- 
put has meant lower net returns. It has been said 
that 1 per cent surplus production lowers price by 
8 per cent. 

As we indicate in Table III, increases in 
handling costs have more than offset benefits 
accruing from reduced costs at the farm. 

(Source: The Economic 


Annalist) 
TABLE III 


Indexes of Retail Food Prices, Marketing 
Margins and Farm Shares -- 14 Selected 
Commodities (1949=100) 


Canada 1950 - 1956 


Retail Farm Marketing Farm Share 
vear Food Prices Prices Margins of Retail Cost 
1950 101.5 SUT On 205.0 98.9 
1951 115.6 115.4 RRS ie 100.4 
1952 Lo. 2 nT i 3 Ay et i 94.6 
1953 LS oo 102 <3 126.1 92.6 
1954 110.3 Ohi eo 2 90.9 
ago 110.8 O72  1e455 91.4 
1956 PES wel 96.8 129.37 88.0 
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at Producer Level in Current and 1949 Dollars 


(Index 1949 


= 100) 
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Source: Livestock Market Review-Saskatchewan Depart- 
ment of Agriculture Report -- 1957. 
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Retail: The farmer's share of the food 
dollar has been reduced year by year as moreand more 
is being required by processors, distributors and 
retailers, in processing packaging and merchandising 
of food products. The question arises as to the 
extent to which these additional costs are justified, 
whether or not these charges are being based on 
consumer demand, and who should pay the increased 
costs. 

Table IV indicates the extent to which 
this reduction in farm share of the consumer dollar 
has taken place. There are reasons to believe, 
however, that this figure has been further reduced 


very substantially during the past three years. 
TABLE IV 


1949 1950 1951 1952 1953 1954 1955 


Retail Cost $millicn 2,190 2,310 2,651 2,788 2,842 2,945 3,070 


Farm Value $million 1,106 1,153.1,344 1,330 1,333 1,358 1,415 


Marketing 


Margin 


smtiizon 1,084 1,157 1307 1,458: 1,509°2 587 1,655 


Farmer's S 


Share 


per cent 50.5 49.9 50.7 47.7 46.9 46.1 46.1 


(Source: Economic Annalist, June 1956) 
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In Table V we have a breakdown of the 
farm share of the retail cost as a detailed percent- 
age of a retail price on fourteen selected commodities 
in Canada from 1949 to 1956. This indicates the 
farm share of the retail cost dropped by almost 
10 per cent, while in the same seven-year period 
the cost of production to the farmer increased 
by 21.3 per cent. 

| I think perhaps it is rather significant 

in Table V that we find that in the matter of various 
types of farm commodities and for the various 
degree of processing necessary that you will find 
it seems that it does not always hold true, and 
you notice in eggs, according to this table, they 
stand at 74 while creamery butter stands at 77. 
Potatoes with perhaps little or no processing at 


all necessary stand at 41. 
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TABLE V 


Farm Share of the Retail Cost as a Percentage 
of the Retail Price, 14 selected Com- 


modities, Canada, 1949 - 5 


Commodity 1949 1950 1951 1952 1953 1954 1955 1956 
Percent 

Wheat flour iIKe) 6 oe 39 AT 35 38 37 

White Bread 23 eat 18 16 Ue 14 LS 14 


Beef(blue brand) 64 67 ZY 62 57 58 59 57 


Pork 62 61 61 55 56 53 50 51 
Chicken 56 58 58 56 54 55 58 51 
Eggs A-Large 82 78 80 74. fae 73 76 TH 
Fluid Milk 56 Be 54 54 54 5S ae 52 


Creamery Butter 76 15 79 Ch fe 78 yale Ie 


Cheese, plain 
process 35 32 35 27 27 28 aT a 


Potatoes 48 4s ho 61 43 AS AY AT 
Canned Peaches 26 23 21 22 21 22 21 24 
Canned Tomatoes 20 21 18 7 21 22 21 18 
Canned Corn 15 15 14 15 18 17 sky 7 
Canned Peas ia 18 19 19 20 20 el 20 


(Source) Economic Annalist, June 1957) 
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A study of the upheaval of some various 
elements within the processing and marketing field 
is most interesting. The position of the retail food 
price index can perhaps be explained to some extent 
by a study of Table VI. There we note that the 
operating expenses per store as to total sales in- 
creased from 12.94 per cent in 1949 to 15.32 per 
cent in 1955, and operating expenses per average 
store increased from $14,472 in 1949 to $38,443 in 
Os 

We must conclude that while consumer prices 
have been maintained on a somewhat even keel in’ 
recent years, this has only been possible because 
of falling farm prices, with the benefit accruing 


to the ultimate consumer. 
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TABLE VI 


Operating Results of Chain Grocery Stores 


Item 1949 


No. of Firms 8 
No.Stores Op- 68 
erated 
Average 
Sales per 


Firm $950,654. 


Average 
Gross Profit 


per Firm 451,724. 


Gross iProrit 
as Zage of 


Sales BAS 


Operating Ex- 
penses per 


Firm Wes Ol 


Operating Ex- 
penses as 
hage of 


Sales et 


Operating Profit 


Net 28,709. 


Net Operating 
Profit as 
hage of 


Sales oe 


Average Sales 


per Store 111,841. 


Average Expense 


per Store py gees 


Source: 
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1951 1953 L959 
8 6 6 
129 151 152 


$2,136,087.00 $4,047,995.00 $6,074,644. 
331,734.00 605,580.00 973,765. 
dhs pak 14,96 16. 


301,615.00 558,623.00 930,635. 


14.12 13.80 5 


30,118.00 38,455.00 430130. 


Loy *95 
132,479.00 160,851.00 230,711 
18,704.00 22,202.00 38,443. 


D.B.S. Operating Results of Chain 
Food Stores 


It is interesting also to note that during 


the period of recession on the farm front, there has 


been atremendous expansion of supermarkets through- 


out the country. It must also be noted that stock 


values in these organizations are on the increase. 


I would add here that I would expect that 
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this area of expansion has already passed the saturatio 
point in some areas, which is to be expected, and 
operating expenses as to percentage of sales from here 
on is quite likely to increase. 

Table VII indicates the percentage of 
change in marketing margins of eight selected commoditi¢s, 
Canada 1949-1956. Therein it will be noted that only 
in the case of creamery butter (the price for which 
has been maintained by the action of the Federal 
government and where the ceiling is dictated, to a 
large extent, by competitive products) speculation 
has been reduced, and price levels maintained. In 
all other products that fall into the general 
category of unprotected and speculative commodities, 
the percentages change, ranging all the way from 
1.9 per cent on chickens, to 49.3 per cent in 


the case of white bread. 
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TABLE VII 


Average Annual Marketing Margins, 
8 Selected Commodities, Canada, 1949-1956 


hage 
1 Change 
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2 Based on Domestic Price of Wheat 
Wm. - Pt. Arthur, less marketing 


charges from farm to Ft. Wm. - Pt. Arthur; 3 Method 


used subject 


to revision. 


Source: Economic Annalist - June 1957. 


Much emphasis has been placed on the 


necessity for efficiency in the field ef production. 


We readily agree that in an industry dependent 


very largely on the world market as a yardstick 


for prices, every effort must be made to remain 


competitive. 


At the same time, there is little to 


suggest that prices on the world market should dictate 
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domestic food prices. 

As statistics will indicate, the agricu- 
ltural industry has been making use of all devices 
available for the more efficient production of 
farm commodities. This efficiency has not been 
matched in the area between the farmer and the con- 
sumer. Consequently, the consumer is the recipient 
of these benefits at the expense of the producer. 

Owing to the trend in agriculture created by 
the economic squeeze, it has become increasingly 
difficult for the industry to obtain the necessary 
capital to match the type of competition that is 
emerging. As farm organizations endeavour to move 
in the direction of stabilizing farm income at an 
adequate level, industry is quick to take advantage 
of this situation and, with unlimited available 
capital, is rapidly invading the production field 
at the expense of the agricultural industry. 

Farm people, because of their industry's 
unhealthy economic position, are being victimized 
to the extent that their independence of production 
and management is being taken over by industry. 

We refer to this situation particularly, 
in view of the long-term impact such a trend will 
have on our entire economy, and the price we are 
having to pay for advantages which are merely a 
passing phase and will entirely disappear in the 
course of the next few years. This trend is commonly 
referred to as "vertical integration" and there are 


various stages at which the producer can be integrated. 
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A matter of real concern to rural areas is the future 
of townsand small cities dependent on the farm com- 
munity, and we feel very strongly that society as a 
whole should be alerted to the dislocation that may 
well result if the current trend carries through 

to its possible conclusion. 

No one will argue that many of our com- 
modities cannot be produced for less in certain 
large-scale operations, but we point out that the 
so-called benefits of lower production costs cannot 
be measured simply in terms of cents per unit. 
Consideration should be given to the cost of main- 
taining agriculture as we know it today. In the 
case of livestock, the cost would lie within the 
peak of beef and pork prices during the course of 
the past 12-month period. The wheat farmer could 
be paid a fair price with no increase in bread prices. 
The increase necessary to render stable the dairy 
industry -- the fruit grower -- the producer of 
cannery products -- would be so small that it 
would be difficult to estimate in relation to the 
consumer price. 

On the other hand, we find that not only 
the producers, but also many of the secondary in- 
dustries, are coming under the pressure of mono- 
polistic operations with the result that, in order 
to stay in business, contracts by large corporations 
are being obtained at levels at which many of these 
industries cannot survive. 


In defence of current levels of prices 
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for manufactured commodities that the farmer buys, 
and also in an effort to justify the price spread 
between farmer and consumer, many organizations 
today attempt to lay the blame on the doorstep of 
labours oeitcis sYot our intention, Mrv Chairman, to 
present a case either in defence of or in criticism 
of labour, but we would submit for the record 
what meagre information we have with respect to some 
of the things which are happening in the processing 
and retailing trade today. 

In the case of the bread industry, labour 
has made substantial gains in rates of pay in 
fringe benefits and hours of work in the course of 
the past number of years. But they are, as is the 
case also with the farmer, working under entirely 
different conditions today, have the advantages of 
modern methods and modern machinery, with the 
result that output per man-hour has been increased 
very noticeably. In 1953, the weekly wage bill 
in a specific area amounted to $5,431.50. In 1956, 
this was reduced to $4,034.85, while in 1958, 
the figure was $5,408.20. During that period, the 
output in these organizations has increased very con- 
Siderably in bread as well as in pastry products, 
while at the same time, the labour force has been 
reduced by 7.7 per cent. This would indicate, then, 
that on the basis of output per man-hour, the labour 
element in a loaf of bread is a lesser factor today 
than it was, say, ten years ago. 


It is also recognized that the flour content 
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of bread is becoming less and less of a factor in the 


total cost of the product to the consumer. During 
the past four years the price of bread in Manitoba 
nas increasea by three cents per pound; at the same 
time the price of wheat has diminished consistently. 
There are indications, however, that the price of 
bread has been increased in anticipation of pressure 
from large chain store operations, and is not 
necessarily justified by any increased costs 
accruing to the companies at the present time. 

According to information made available 
to us, pressures of competition have put the chain 
stores in the position where they are securing 
their supplies of bread from local bakeries, 
referring to the city of Winnipeg, for as low as 
8-1/2 cents per pound. It is also reported that 
rye bread is being supplied by bakeries to chain stores 
at as low as 9-1/4 cents per pound, and is being 
retailed at 17 cents to the consumer. 

It is a matter of grave concern to us, 
Mr. Chairman, to find that the food industry today 
is being concentrated in the hands of a very few 
individuals. This can only result in the govern- 
ment having to take an active interest in analyzing 
the factors contributing to this situation, if any 
semblance of order and properity is to be main- 
tained in the production and merchandising fields. 

According to a study made by Professor 
A.W. Wood, Department of Agricultural Economics, 


University of Manitoba, in 1951 the Winnipeg housewife 
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paid an average of 70 cents for a pound of beef 
(carcass basis) and the producer received 47 cents, 
or two-thirds of the retail price. In 1957, the 
housewife paid an average of 48 cents per pound 
and the farmer received less than 25 cents, or 
about one-half of the retail price. During the 
past year the Manitoba farmer has received 51.7 
cents of each dollar spent on beef by the Winnipeg 
householder -- the remainder went to the marketing 


agencies as follows: 


C4 


Transportation and selling 3 eS eCencs 
Packers 7.3 cents 
Retailer 37.7 cents 


For the last two years the share going to 
the packer has been lower, while the retail share 
has been higher than at any time in the past 23 
years. 

Farm share of the consumer's beef dollar 
has been below normal, because total marketing 
charges have been above the long-run average. 
Despite improvements in technology of meat handling, 
the real cost of marketing beef has risen above the 
pre-war level. 

If these costs had remained constant in 
real terms at the 1935-41 level, the farm share in 
1957 would have been 54.4 per cent of the consumer's 
dollar instead of 51.7 per cent. In terms of constant 
dollars, the marketing agencies charged about 11 
per cent more for their services in 1957 than they 


did on the average during 1935-41. During this 
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period, transportation and selling costs and 
packer margins were considerably lower, but retail 
margins were up by over 50 per cent. 

"Unless retailing costs decline", states 
Professor Wood, "it is unlikely that the farmer 
will get much over 50 cents of the consumer's meat 
dollar, if prices remain at current levels in the 
future." 

In the processing and distribution of 
whole milk, we have a very Similar situation. Food 
regulations are such, in the majority of our larger 
centres, that today there is very considerable cost 
involved in processing milk before it is available 
for distribution. Here again, we find that in the 
distribution, there are tremendous costs involved 
which we believe are to a large extent unnecessary: 
Where there are several delivery trucks deliverying 
milk on the same street, and a rural delivery service 
where trucks are driving many hundreds of miles 
a day in delivering milk to all the small country 
points throughout the rural areas of the provinces. 
This is extremely wasteful and must be paid for by 
someone. 

Moreover, this service was not demanded by 
the public, and was totally uncalled for, because the 
rural areas have been well serviced by many small 
processing units which were doing an outstanding 
job in processing the milk from the local area for 
consumption in the smaller towns and villages through- 


out the provinces. But the largercompanies, overly 
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ambitious, have moved into these areas and subsidized 
their operations to the extent that the small pro- 
cessor has been forced out of business and the trade 
taken over by the larger organizations. 

I would add here just as an observation 
that in some of these rural areas where these pro- 
cessing points have been operating at the standard 
of milk the quality of milk has been notably higher 
than in some of the larger concentrated areas. A 
Milk Board member spoke to me just the other day, 
and told me that in my omhome area, that the milk 
that is being shipped to the city of Brandon today 
is of a better quality on the average than what is 
being received from the Brandon area itself. 

We would repeat,sir, that there is no 
justification for some of these practices in the 
retail trade. Small enterprising businessmen had 
set out to perform-a service which was acceptable to 
the local people and, only because of the greed 
of the larger organizations and their determination 
to caputre a larger field of operation, has this 
type of competition been introduced. 

Nor are these products being supplied for 
any less cost. This is impossible, when you consider 
that these products to which we have referred, are 
being delivered hundreds of miles from the source 
of supply and processing. And as competition is 
eliminated, the demand for increases in price 
continues. We would suggest again that this type 


of operation is only made possibly by the fact that a 
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large volume of the product is being sold at un- 
necessarily high prices in the concentrated areas, 
in order that this type of merchandising can be 
carried on in the rural areas. 

I might add here that in Manitoba and I 
speak particularly of Manitoba because that is the 
area I am familiar with, you will find areas 
adjacent to those points that have been under the 
control of the Milk Control Board, and supplied 
the service by the same organizations, they are 
charging two or three cents a quart more for the 
milk outside the boundaries of the area than they 
are within the area itself which as I mentioned a 
moment ago indicate the only thing that is pro- 
tecting the consumer is the Milk Control Board. 

In different industries, different methods 
have been used for the purpose of eliminating com- 
petition, and it is not an uncommon practice for 
large companies to purchase smaller units and 
take tem out of operation entirely. This has 
been very noticeable in Ontario, and possibly to 
some extent in other parts of the country where 
American-owned companies have purchased canning 
factories, etcetera, and have immediately taken them 
out of production -- and supply the trade from other 
plants. This has also happened in the case of 
creameries and cheese-making establishments. 

Much has been said of the inefficiency 
of the farmer. Inefficiency has been set forth as 


the main reason for all the farm problems and as 
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justification for industry moving into the production 
field and eliminating agriculture as we know it 
today. We find, however, that farmers as a group 
have increased the efficiency of their production. 
Their productive capacity has increased by two-and-a- 
half times in the post-war period. This is a record 
that possibly would be very difficult to match by 

any other industry. 

We recognize that a unit of production 
can only operate with the maximum of efficiency 
when farm capital and labour are being used to the 
fullest extent and to the best advantage. The 
economic squeeze has been exerted on the farm com- 
munity. The old argument that the farmer must 
compete or be subservient to the law of supply and 
demand no longer holds true. This argument, even 
by those who promote it, would not be applied in 
their particular field of operation. 

Canada enjoys a very high standard of 
living. This is made possible because of the pro- 
tection which is accorded to other industries who 
must, in turn, gain their income from the farmer, from 
the labourer, from the consumer -- as a group. In 
turn, the farmer must rely on the markets available 
to him to earn sufficient income to purchase the 
necessities of life and the tools and machinery 
necessary to carry on his productive enterprise. 

As the inflationary process has taken its 
toll in Canada, and the dollar level has lost all 


relationship to world values, it has become increasingl 
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difficult for agriculture to maintain its position. 
According to the Gordon Commission, it is costing 
Canadian consumers approximately one billion dollars 
a year to protect Canadian industry. The loss to 
Canada in sales and in business because of our high 
production costs, would perhaps amount to many 

times more than the $1 billion that is quoted in 
the Gordon Commission report. 

A further statement by that Commission, 
that Canadian industry pays wages from 25 to 30 per 
cent below current wage levels in the United States, 
raises some serious questions with respect to the 
operations of industry in Canada. 

We think it can be said that the agricultura 
industry in Canada has done a remarkable job in 
maintaining its position in spite of the economic 
pressures exerted upon it, and we can see little 
justification for the low level of prices continuing 
to the producer if the benefits of these economies 
in production and low returns are not passed on to 
the ultimate consumer. 

It would seem to us that it is extremely 
unfair that many millions of Canadian producers 
and consumers should become the victims of a few 
corporate enterprises who, in their utter ruthlessness, 
are quite prepared to destroy even the Canadian way 
of life in order to gain their objective of absolute 
control of the gigantic food industry of Canada. 

It would not be too difficult for many 


merchandising and processing institutions in operation 
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today to justify, on the basis of their operation, 
the cost involved in processing and distributing 
the food products of Canada. We would suggest, 
however, that this Commission look very carefully 
at the reason for the necessity for some of the 
practices presently in vogue. We would also 
suggest that what is so often termed "consumer 
preference" and the "demand of the public" is nothing 
more or less than the invention of advertising 
and promotional organizations, in conjunction with 
the food industry, in their efforts to gain tempor- 
ary advantage over their competitors -- to bring 
in all the gimmicks and gadgets at their command 
to promote the sale of their particular brand of 
product. 

In summarizing our case, Mr. Chairman, we woul 
draw attention to the fact previously indicated, 
that the control of the food industry of Canada today 
is held in the hands of a very small group of in- 
dividuals. We would suggest that the nature of 
competition at this level is such, that secondary 
industries, in order to maintain their position in 
this restricted market, are in turn compelled to 
use every means at their disposal for obtaining the 
primary product from the producer at the lowest 
possible price. And owing to the fact that the 
only other outlet for the primary product is the 
world market, the price received becomes, in terms 
of Canadian standards, an extremely unrealistic 


price indeed. 
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Farmers have a very definite respon- 
sibility to the nation to provide good food in 
ample supply to take care of every requirement, 
net only domestic but export as well. uvuantities 
required, of course, vary drastically, and in erder 
te be sure thatthe market will be supplied, farmers 
are obliged to maintain a surplus of these cem- 
meodities continually. Because of this situatien 
expleitation is the order of the day. If this 
prend should continue, the obvious result can be 
extremely disastrous to the Canadian people. 

When speaking in support of industry, 
all authorities will argue that industry must be 
kept in a healthy and thriving condition. We 
believe that the demands made on agriculture sheuld 
also be the yardstick used in assessing the positien 
of other industries in the Canadian economy. We 
find, however, that some of our largest institutions 
today are so set up that they will maintain their 
position and pay a reasonable return on investment, 
on aS low as 50 per cent of their productive 
capacity. 

Should the present trend in the food trade 
be allowed to continue, should all competition 
be eliminated by the few large chain operations, 
and should vertical integration take over the 
production of farm commodities, there is no guarantee 
that we will continue to feel the nation with 


low-price food 


(Page 3943 follows) 
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commodities. This has not proved so in other 
fields of manufacturing and there is little to 
suggest that it will be any different in the case 
of our food industry. 

When food is scarce, there is little 
complaint against higher prices in the market place, 
but should the production of food be controlled 
at the corporation level, this technique would un- 
doubtedly be employed. Food supplies could easily 
be maintained at the scarcity level and the consumers 
would be exploited in turn. Even at the present 
time, if the glaring inefficiencies prevalent in 
industry, merchandising and distribution were 
allowed to the same degree in the production field, 
production costs would be increased by at least 25 
per cent. 

May we say, Mr. Chairman, that the farmers 
of Canada are quite prepared to accept every respon- 
sibility which is rightfully theirs. They have, 
over the years, fought consistently for free trade. 
This has proven a losing battle up to the present 
time, but farmers have not entirely lost hope. It 
would seem that, because of our protective policies, 
Canada has all but priced herself out of the world 
market. As we have previously quoted from the 
Gordon Commission report, the cost of this protection 
is almost $1 billion per year, and possibly many 
times more in terms of lost sales for Canadian 
products. Under these conditions it appears 


quite impossible for us, as a young nation, to enjoy 
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the expansion and development which we have every 
right to expect of our country, and of which Canada 
is capable. 

We would like to refer briefly to the 
problems of the fishing industry in Manitoba, and 
other areas, particularly where farming and fishing 
are carried on as a combined operation. 

Obviously the difficulties encountered 
by the fishermen stem largely from the self-same 
sources as the problems of the farmer -- namely: 
Hazards of harvest - seasonal operations - unpredict- 
able yields - and wide price fluctuations. 

In reviewing the submission made last 
April on behalf of Manitoba fishermen, the figures 
submitted are possibly even worse than those on 
the average foods from the farm. 

It appears that the producer or fishermen 
receives less than 50 per cent of the price received 
by the fish companies; jobber and retail costs would 
Still have to be added. Other information would 
indicate that the fisherman receives less than 
20 per cent of the retail price. 

Price fluctuations are also extremely 
violent when prices to fishermen vary up to 75 per 
cent in one month. 

Fishermen are somewhat concerned that 
this Commission may give prior consideration to 
Whitefish alone. While Whitefish did at one time 
make up a higher percentage of total catch, we 


find that in terms of volume in the 1955-56 season, 
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Whitefish were less than one-half that of Pickerel, 
and about 30 per cent on the average. Fishermen 
would like to see other fish given equal consider- 
ation in your studies. 

It seems a tragedy that we of North America 
should appear to be completely bogged down in our 
own domestic problems, while we are attempting to 
maintain a position of respect and leadership in 
world affairs. We maintain that it is quite im- 
possible for Canadian agriculture to remain in a 
healthy position in our high-cost economy while de- 
pending on world markets to establish prices for 
our commodities, not only for exportable surplus 
but also for domestic consumption as well. 

We are concerned that more consideration 
has not been given by our governments in the past 
to the report of the Royal Commission which studied 
price spreads back in 1937. It would appear that 
these recommendations have been almost entirely 
ignored, and today in 1958, we are studying a 
comparable situation, 21 years later. In the mean- 
time, we have had to depend on wars and the fear 
of wars to keep agriculture in business. We would 
refer you to a quotation taken from the report of 
the Royal Commission of 1937, and contained in a 
submission made to you by the Farmers' Union of 
Ontario in September of this year: 

P. 146. "The price received for this 

exportable surplus, however, under present 


conditions becomes the basis of the domestic 
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"price; one result of which, during the last 
few years, has been extremely low prices 
for agricultural products in Canada. These 
prices, indeed, have often reached a level 
far below the cost of production. 

This means that the agricultural popu- 
lation, which constitutes a large proportion 
of the total population of the country and 
consumes large quantities of manufactured 
goods, has had little or no buying power. 
This, in turn, has restricted the con- 
sumption and hence the manufacture of 
manufactured goods. 

If the necessity for increasing the 
farmer's buying power is admitted and if 
world conditions prevent this being ac- 
complished by international action, the 
question arises whether domestic prices 
are to continue to be controlled by the 
price of the small exportable surplus. 

The alternative is to maintain a domestic 
price, if necessary by governmental action, 
in keeping with the domestic cost of pro- 
duction and allowing the exportable surplus 
to get what it can." 

In conclusion, Mr. Chairman and members of 
this Commission, we wish to say that we fully ap- 
preciate the difficulties you have encountered 
in obtaining the data necessary for your study of 


this extremely complex problem. 
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We trust that the recommendations you 
submit to the government will be of such a nature 
that there will be no doubt as to the findings of 
the Commission which will be, we are sure, of in- 
estimable value to all the groups comprising 


our Canadian economy. 
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THE CHAIRMAN: Thank you, Mr. Patterson. 


I would ask Dr. Drummond if he would ask you some 
questions. 
COMMISSIONER DRUMMOND: First of all, 


Mr. Patterson, on page 2, the second last paragraph 


there, I was wondering if there was a word left 


out: "It will be noted that the margin between 


cash and net income per average farm...". If there 
anything left out there -- "That the margin between 
cash 'income' and net income..."? 

MR. PATTERSON: TI don't think so. 

COMMISSIONER DRUMMOND: I was wondering 
what the distinction is between cash income and 
net income. 

MR. PATTERSON: This has increased the 
margin; in other words, there is the difference 
between $690 and 1933 -- increase in costs over 
net income. 

COMMISSIONER DRUMMOND: I just wondered 
if the wor "cash" was the one intended there, or 


whether it might have been "gross", or something like 


| that? 
MR. PATTERSON: Yes, it could be explained 
that ways that is so, 
| THE CHAIRMAN: What is the source of these 
data? 


MR. PATTERSON: This particular reference 


Farmers' Union in Saskatchewan. 


| 

is taken from a study made in Saskatchewan by the 

| COMMISSIONER DRUMMOND: On the same page, 
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just before that, you state farm people have 
absorbed the rising merchandising costs in maintaining 
relatively stable prices on the retail market.": If 
farm people have absorbed these rising costs, they 
have absorbed them, as you indicate in several 
places, by being compelled to accept a lower price? 

MR. PATTERSON: Largely, yes. 

COMMISSIONER DRUMMOND: It strikes me from 
your brief that there are two reasons why they 
have been compelled to accept a lower price. I 
wondered whether these two are distinctly different 
or not. The first one seems to be simply the 
fact that farmers have produced in what we call 
surplus quantities; in other words, you have a surplus 
situation. You state on page 4, for example, that 
this surplus position has reduced his bargaining 
power. I presume the reason is that when you have 
a surplus situation, you really have what we call a 
buyer's market, rather than seller's market? 

MR. PATTERSON: That is so, yes. 

COMMISSIONER DRUMMOND: And that is why 
the bargaining power has dropped, and that is why 
the price has dropped? 

MR. PATTERSON: Right. 

COMMISSIONER DRUMMOND: My point is that 
the producer price would certainly go down for 
this reason alone, even though nothing else existed, 
wouldn't it -- due to the fact you have had this 
over supply? 


MR. PATTERSON: On our present system of 
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marketing, yes. 

COMMISSIONER DRUMMOND: Yes. Perhaps we 
could make these further observations that even if 
everything were 100 per cent satisfactory in what 
we call the merchandising sphere, in the middle man 
area, if everything were satisfactory and completely 
efficient in every way, if you had over-production, 
or a surplus of farm production, your farmers would 
still be forced to accept lower prices? 

MR. PATTERSON: That is generally so, sir, 
yes. 

COMMISSIONER DRUMMOND: Now, the other 
reason, it seems to me, which you emphasize more -- 
the other reason for this drop in producer prices, 
is the fact that in your opinion there is a lack 
of ordinary competition at the retail ends is that 
correct? Or, shall I say in the distributive 
area? 

MR. PATTERSON: I would say this, sir, 
that because of the nature of their control at the 
retail level, that the buying pressure, the downward 
pressure, has been taken advantage of to a greater 
extent than heretofore, and because of the nature 
of this competition and these pressures, pressure 
is not only coming on the primary producer, but 
it is also coming on the secondary group in between, 
which is more or less a double-barrelled attack on 
the producer in attempting to maintain a price. 

COMMISSIONER DRUMMOND: And what you state, 


of course, is that this secondary person in between, 
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he in turn, in self defence, tries to get his 
product from the farmer for less? 

MR. PATTERSON: That is so. It would seem 
to me that in some instances this fight for survival 
is just as keen in that area as it is, perhaps,with 
the farmer, although perhaps they are even more 
vulnerable to that type of thing than the farmer 
in some respects. 

COMMISSIONER DRUMMOND: Would it be fair 
to conclude that even though we did not have farm 
production on:’a surplus basis, if we didn't have over- 
production, it would seem to follow that their 
producer price could be lower than it should be 
just because of this other factor? 

MR. PATTERSON: Oh, yes, I would say so 
very definitely, mainly because the producer 
lacks any semblance of control or system of putting 
a price tag on his products, at the production cost 


level. 


: am 
eiaiiga hee _ 
ou, 2 @ 


uae aie se nek i 


(errs : 74 
9 gare ‘one “ay 


SORORT 


vy Sea 5 
sii 


ee 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


3951 


COMMIS’ LONER DRUMMOND: Yes. I notice that 
you refer again co this fact, that the milk producers' 
price decline has been less pronounced than that of 
other people because of the fact they have had the 
benefit of production-control polisies. Perhaps I 
should ask how important you really feel these control 
polices have been in the case of milk, 

MR. PATTERSON: To this extent, sir, that I 
would be inclined to think that had it net been for 
the function of che Milk Control Board in some of these 
areas that the decline might have been even more pro- 
nounced than it is in some of the other sommodities 
because of the fact that the surplus has not been 
allowed to influence the market to the same extent as 
it has been in the other groups that have ne protec- 
tion whatsoever. 

COMMISSIONER DRUMMOND; While we are speak- 
ing about that, you mentioned the matter -- I have not 
just got the place at the moment -~- where you described 
the present-day practices of the larger dairies going 
out to the rural areas and replacing the small dairies 
which previously had distributed out there, 

If the special control policies of the Milk 
Board agencies were really as effective as some people 
say they are or can be, would that type of activity 
be going on? why can't these boards stop that 
type of expansion? 

MR. PATTERSON: That is what we infer in 
our analysis of the situation, sir, that we believe 


that the Milk Boards could do a better job in that 
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particular field than they are doing at the present 
time, I would say this, that there is a very real 
feeling .that while we have control at the level of 
prices, that the surplus of milk is being used in other 
ways to mitigate against the total benefits that should 
accrue to the producer; because of the fact that the 
surplus is, we believe, being used unfairly in the 
further operations of the milk offices. 

THE CHAIRMAN: Are these in areas outside 
of the control of the Milk Board? Do you have local 
Milk Boards in Manitoba? 

MR. PATTEKSON: Yes, we have the Milk Board 
which covers an area of control, covers the Winnipeg 
milk shed, Portage la Prairie, Brandon and Neepawa. I 
am not quite sure -- I just forget whether it covers 
Dauphin or not. 

THe CHAIRMAN: You do not have a provincial 
milk board? 

Mk. PATTERSON: No, so you will have operatin 
from Brandon, which is pretty much the centre of the 
province, and from Winnipeg as well, these areas that 
are served within the area of control of the Milk Board 
selling milk at a fixed price; while you will have areas 
adjacent to but beyond the boundary of the control of 
the Board where they are paying one to two cents a 
quart more for their milk. 

COMMIS S LONER DRUMMOND: You state on page 7 
in the second last paragraph: ‘There we note that the 
operating expenses per store as to total sales iincree 


increased from 12.94 per cent in 1949 to 15.32 per cent 
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dri 553" 

That is indicated in your table on the next 
page, and then at the bottom of page 8, that paragraph 
talks about the tremendous expansion of the supermarkets 
and the fact that the value of their stock has been in- 
creasing. 

It seems to me in that paragraph there is an 
implication of your belief that the supermarkets had 
either not been operating efficiently or at least have 
been in a position to take an unnecessarily large share 
for their efforts. Is that a fair conclusion? 

MR. PATTERSON: I just did not get that 
clearly: eirs 

COMMISSIONER DRUMMOND: The last little 
paragraph on page 8 speaks about the tremendous expan- 
sion of the supermarkets and then in the last sentence 
you say that the stock values in these organizations 
are on the increase. Does that in your opinion indi- 
cate that they have been making extraordinarily good 
profits? 

MR. PATTERSON: That is our feeling on the 
matter. According to the more recent reports on the 
operation of the supermarkets and their profits, that 
is the case. 

COMMISSIONER DRUMMOND: That would carry the 
further suggestion, would it not, that these operating 
expenses appearing in Table 6 there have increased 
more than there is any really need for? 

Mk. PATTERSON: Yes, L think there are two 


reasons for that, sir. One is the fact that in some 


asker ory me eldnye seoy se 


is 
Agen AEN, SBD) . Hwee Tay es 


, - 
Rett Bie Leite I EOP NOL. aIRGao 


7 


Wal weed exited ppetls “ho oscer 


fhpeasareg) Sei) he aie 


claexcoqpe! atl) jeeihe Tuallieh syosg 3 


LIGA  -aars 7 Mkts i paet Kn x Ape) ms “oO Ss is, £m iin pn s 2 T4642 — 


> 


Wee - et i at ved) het scostiizeecregqwe git. Bo oko 


ee 
a — | 7 
Pees =: 


z) «A ; * rare be , aa niall P = ’ 
MG Siete ro — uy ae Yo ee BRA ae uUey 


=—— 


' SMa kU ML “ah Se! a eeeranl ag. fOr eas 
oe j ' LITERS A Sea Cue. {443 PISS 


fast teny 


ee 


i] 
i Tinea tek nk na aber eal et, Peer, or 
Dress Ta Aa aed DE toe Eis ee 


| ry a ee : oun res Paros ee Siew pe ie : a . iene 
Bia E af & oe : SC ae SED <eS aah LOR oe tO Set 


lef .etikekq 1598S One. at Sehieeseme) elke Ge aeloeiego 


> 


— _ See wei wh 


Vijho wise aed SGROMALAG +EWOT TSE 


le 


9 sade jo89 oon Si atuow .notsaeggea reds wed 
uvor aon sword eyed? 4 alee! sl gajrasqgs avansae 


Ot ky ont ylis ae ‘Yeet Bi 


Owe oie oxen odes 2 a8F eeTT ND i 


aioe 94 2689 Jab oily St oni 


A Fe 
oe Oe | 7. , 


o | 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


3954 


areas an institution of any description, in this case 

a supermarket, when you go into the area where there is 
little opposition to their type of operation and where 
they can perform at the maximum of their capacity in 
store footage; they can operate for such and so. Howev 
immediately their output decreases for any reason at all 
their costs go up. 

In the second place I think that what we are 
paying for there is the type of performance that these 
institutions at the present time,which, in our opinion, 
when you consider what percentage of the farm product 
is in that organization and being handled by them, it 
seems utterly ridiculous to us that their profits should 
be of such a nature that will enable the supermarket to 
put on gimmicks and to attract trade to the extent that 
they will give away a series of mink stoles and auto- 
mobiles and so on from a local organization. It seems 
to us quite uncalled for. 

COMMISSIONER DRUMMOND: In your Table 7, on 
page 9, it is interesting to note that the high point 
of the margins was in some cases as far back as 1952 
rather than in the most recent years. For example, 
in the case of beef in 1952 at 29.0; in the case of 
pork and chicken in 1954 and in the case of premium 
butter in 1952. 

Have you any thought at all as to why the 
margin might be actually higher in the earlier period 
rather than the later on? 

MR. PATTERSON: Nell, I think you will find, 


sir, that in the case of beef, as an example, in 1952 
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there was quite a drastic decline in meat prices and 
we always maintain and always argue that prices do 
not fall at the counter as fast as they do at the barn.' 
I think perhaps if it was followed through and analysed 
closely we might find that was the situation that existe 
5 Bs Wen bes 7a As well, it might be that possibly because 
the disorganization price-wise in the industry that thes 
were holding stocks of meat, which were hesitant to 
come down as fast because of the possibility that this 
was only a temporary affair and the prices would bounce gf 
back again and they might be caught in the squeeze. 
COMMISSIONER DRUMMOND: I think the one 
interesting conclusion that one could draw from that 
table is the fact that in actual practice instead of 
you having a continuous upward trend in your margins, 
you could, for special reasons such as the one you 
mentioned, have a higher margin at any one specific 
time, 
MR. PATTERSON: Yes, that is so, quite so. 
COMMMISSIONER DRUMMOND: On page 7 at the 
top you talk about the pronounced efficiency in agri- 
culture which has not been matched by the degree of 
efficiency in marketing, and then you add that the 
consumer gets the benefits of the efficiency the 
farmer is capable of, but you say he gets those at 
the expense of the producer. 
MR. PATTERSON: That is so. I think you 
can go back to that same table, Mr. Drummond, and I 
think that bears out that analogy. 


The farmer, in order to maintain his income, 
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his net income, has endeavoured to meet the pressures 
of inflation and the pressures of buying by producing 
to the maximum or, in other words, putting his labour, 
his plant and his capital, pushing it to the utmost in 
order to produce the most. 

That, in turn, has mitigated against him by 
causing a degree of surplus which, in turn, is used 
by those that come to buy your product against you 
in pushing prices downwards. At the same time you 
will find that is indicated in the chart, as the prices 
have been forced down to the farmer the consumer has 
not got the benefit of it and in fact there is an up- 
turn and that is the reason your producer is in effect 


subsidizing the entire food industry. 
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COMMISSIONER DRUMMOND: Just a word about 
the vertical integration development, you state 
here: 

"As farm organizations endeavour to 

move in the direction of stabilizing farm 
income at an adequate level, industry is 
quick to take advantage of this situation--" 

I presume you mean there whenever they 
attempt to organize marketing boards or any other 
such ways to keep their income from dropping, and 
somebody -- industry you speak of and merchandisers, 
they immediately move to circumvent this attempt, 
is that it? 

MR. PATTERSON: In that respect, one of 
the reasons why it has been difficult to get capital 
into agriculture in the past is simply because of 
the risks involved. You mentioned marketing boards, 
that could be a factor, but not at the moment a 
too significant factor in this thing. I would refer 
more to the progress in technology and science in 
eliminating risks inherent in production and so on, 
digging out some of the factors that have been the 
ruination of agriculture in the past. That is one 
Side. On the other side, any stability which we 
have obtained, and I will refer particularly to 
price stabilization in a guarantee by the govern- 
ment that they will buy them, they will purchase at 
a given price, any surplus that comes on to the 


market, then the organization is in the position 


— where their guarantee, even supposing that figure 
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say in the case of eggs or hogs, or whatever it may 
be, is figure "X", their cost of production also 
adds up to figure "X", there is no profit in it at 
all, they are guaranteed that the price cannot 
go any lower in the given period. There is an 
element of gamble in the possibility, in the tact 
of product cycles. In the past there has been a 
possibility that it will move off that base, and 
they will be able to, because of the size of their 
operation, they will be able to increase their pro- 
duction. At the same time, the people of Canada 
are guaranteeing to that institution that they 
cannot lose money which I would add is of much more 
importance, of much greater value to a large in- 
stitution than it is to the individual farmer. 
COMMISSIONER DRUMMOND: Well, it would be 
your view then that industry would not undertake 
this vertical integration an actual production 
job if these special guarantees were not provided? 
MR. PATTERSON: The attraction would be 
less, but they would, I am satisfied, develop more 
vigorously through the program of contract, which 
is one step in the vertical integration field. In 
that case they would use their bargaining power to 
get the cost of the product down to the absolute 
minimum, but they themselves would be assuming no 
risk in so far as price is concerned, as a drop 
in price or any factors in the production. 
COMMISSIONER DRUMMOND: And apart from this 


special set of circumstances, do you feel that industry, 
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that there is any inevitably about the development 
of vertical integration? Are there other reasons 
why industry would be interested in undertaking 
it? 

MR. PATTERSON: Yes, I think so. Mr. 
Platt likes this particular aspect, and I will let 
him deal with it. 

MR. PLATT: I do not think there is any 
inevitability, and the disadvantage sometimes of 
other issues besides these factors that are involved, 
the inevitably of economics, of any economy, or 
economic process depends on whether or not man decides 
to interfere with it or not in the form of govern- 
ment or that sort of thing. Of course in this 
particular case in its fullest concept vertical 
integration is a menas of production control. 
Production control has to be used if you are going 
to carry on agricultural processes on an economic 
level, but there are other ways that production 
Sanvczostoo; Granted no interference from anyone, 
government or producers, I would say that the 
probability of vertical integration will take over, 
but both the producer and government are interested 
in this thing as well, and they may have a set of 
circumstances where vertical integration will not 
go ahead, but another thing to accomplish the same 
thing will. 

COMMISSIONER DRUMMOND: We have heard 
it said by industry that they are very concerned 


about the problem of getting particular kinds of 
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commodity that they want with a particular degree 
of regularity that they want and that sort of 
thing and for reasons such as those they are compelled 


to think of the contract integration and, secondly, 
taking over of ownership at all levels, do you think 
those factors are really as significant as it is 
sometimes suggested? 

a; PLATIScyNogenobiparticularlyu , They 
can be in certain local areas with certain 
products at a given period of time, but I do not 
think they are the main underlying factor. 

MR. PATTERSON: I might say there too 
that industry, the processing industry has directed 
production very largely in the past by the use 
of price to direct the production, and they have 
used it very unrelentlessly in some instances, 
particularly in the case of those commodities, 
use hogs or eggs or poultry as an example, where 
the production cycle is relatively short. In that 
case you can be in and out in a short time, and 
you will find that even in the anticipation of 
possible surplus of this particular commodity prices 
will be depressed quite far beyond the area of 
justification in so far as what is coming on to the 
market. They have a feeling that in two or three 
or four or six months time there is going to be 
a much larger volume available, and their prices 
are set to receive that particular volume. Sometimes 
they find themselves in the embarrassing position 


with the visible supplies diminishing drastically 
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and then the prices spiral upwards beyond any degree 
of reason at all, it is merely a control by the 
industry of the price factor. 

COMMISSIONER DRUMMOND: And you state 
the prices you are having to pay for advantages which 
are merely’a passing phase, I presume you mean a 
lot of farmers are agreeing to enter into contracts 
in order that they may get the advantage of, say, 
credit or something like that, and you feel that 
while that may be a temporary advantage, if 
enough people do this for long enough, the first 
thing you know the entire control of production 
will be in industry's hands? 

MR. PATTERSON: That is so, and there are 
evidences to substantiate that viewpoint where the 
contract has been in the hands of the individual 
as long as it serves the purpose and as soon as 
it gets enough of the bugs out of the business of 
production and so on, they take over that aspect 
of it which may be production, processing and so 
ons I might add one other point there, that I had 
in mind when we put that in, was the fact that the 
advantages which we have from bigness, as it were, 
in the operation, advantages of lower price or, 
take the corporation as a whole may be controlled 
above that level at some time or another, the 
advantages we now have, because of the extreme 
competition right from the producer up through the 
chain of events up to the ultimate consumer, as 


this process moves along, and as the competition is 
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removed in the field of retail, it is taken over, 
perhaps the processing industry, it comes down and 


it eliminates the competition on the producer end 


of it for products they can produce for a market, 


and unless they produce and maintain a surplus of 
food commodities it would be totally impossible for 
any organization to maintain production at a level 
that is going to only match consumption without 
having a surplus to guarantee their operation. So 
I say in the two aspects that there is a real 
danger which looks perhaps rather attractive at the 
present time in some respects, and it may well be 
said that the big operation can say today, "We can 
produce broilers cheaper than the farmer, or hogs 
cheaper than the farmer can" when the whole operation 
is combined. We are very very doubtful that that 
benefit will continue. 

COMMISSIONER DRUMMOND: You probably agree 
that in theory at least the integration process 
should eliminate the risks which --? 

MR. PATTERSON: Some risks, but not stock 
risks, not risks of production.that we always have 
to contend with. These things would be from economic 
pressures, world pressures would still be there. 

COMMISSIONER DRUMMOND: Yes, but the type 
of risk would simply be the risk of not knowing 
what the. other party was going to do. 

MR. PATTERSON: Yes, to a very large extent. 


I might say there too that a real danger here, and 
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any rate, the danger of over-capitalization or over- 
expansion. That is on page 8, and still 

referring to this type of operation I added to what 

is there that I expect this area has already passed 
the saturation point, that is the expansion of super- 
markets, and it has to be expected that operating 
expenses as to percentage of sales would increase, 

as the sales of these institutions would diminish, 

as competition in that field increased, and once 
beyond the position where there are enough customers 
to buy all the goods they can put out in a day then 
things would automatically go up which is a very 
notable observation. In some of our cities, 
particularly the city of Winnipeg at the present 

time, you get the advantages up to that point, and 

I would say here that in this whole business of 
production where you have an industry that is producing, 
say in the case of broilers, you have certain built-in 
guarantees, and as long as you have enough little 
fellows around, while they are producing up to an 
absolute market and something happens and their productipn 
does not go through up to their sales, they can still 
pick up their products from the little fellow and 

make it up enough to operate on. But once they 

get beyond that, and the sales drop then they are 

in a position that the costs are going to go up, 

which I think is very noticeable in the case of some 
industries. The most noticeable in Canada would be 
the newsprint distributors where in a period of 


extreme shortage, corporations went ahead, paper 
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companies went ahead and instead of one of them 
increasing their production, say 10 per cent or 20 
per cent, everybody increased their production 
very substantially, and as a result they have to 
maintain, even though they have a surplus, a very 
definite surplus of a commodity, they have to shut 
a lot of these plants down, but they still have to 
carry the capitalization and overhead. 

COMMISSTONER MARTIN: I would like to have 
that point on page 2 that was raised by Dr. Drummond 
clear in my mind. It is in the last paragraph 
on that page when you mention that the margin between 
cash and net income per average farm increased, 
which means, if I am right, that to get the same income 
you have to spend more. Is that what it means or 
otherwise that the price of farm supplies increased 
more -- 

MA. PATTERSON ton That cdansox 

COMMISSIONER MARTIN: And I would like to 
ask you one question, you refer in your brief to 
the farmer's share of the consumer's dollar, do you 
look at those figures as always a true picture of 
the farmer's situation, or more or less as an in- 
Gication that changes have taken place in the whole 
set-up of merchandising or processing? 

MR. PATTERSON: Well, I think that shows 
quite a wide area in there if I get your question 
right. There is a very real possibility that by 
the time you get these figures, and we set them down, 


they are so much out of date that they do not apply 
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to the current situation. On the other hand, some 
of the factors that cause that spread could be 
different, that is the costs in merchandising, the 
costs in processing if they are not as efficient as 
the farmer's operation. 

COMMISSIONER MARTIN: Or simply the 
increase in the number of operations in processing 
and so on? 

MR. PATTERSON: That is so, that is very 
definitely so, and there is no question, as I referred 
further on in the brief, that on the basis of their 
current operation, and the type of operation, 
processing, merchandising and distributing that they 
are carrying on with, there is no question in my 
mind that in many cases excessive spread can be 
justified, but it cannot be justified on the basis 
of a sensible and practical method of operation, 
nor can it be justified on the argument that this 
is what the consumer demands, this is the type of 
service the consumer wants. I would give you as an 
exaggerated illustration, exaggerated to the extent 
that it does not apply on every point, but here is 
a little country village that in one week they get 
a call from a baker's truck 27 times, calls at their 
door, and not from the bakery 10 miles down the 
road, but literally from the bakery that is located 
any where from 75 to 135 miles away. Now, that is 
to say the least a ridiculous sort of system of 
distribution when you consider that milk trucks and 


bread trucks which are handling the product that 
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in effect is the backbone of our economy, that 

type of operation is necessary or is being carried 
on throughout the country, and at the same time the 
producer getting less and the cost of production 

for producing the commodity. No, we do not believe 
that that is consumer demand in any way, shape or 
form, it is merely for the large organization to 
build up, as one of the bread companies frankly 
admitted to me the other day, that this is a losing 
game, this country business, and it is only carried 


on in order to build up volume. 
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In other words, possibly for a plant that is capable of 
producing so many thousand loaves of bread in a day,and 
they have got to find a place to get rid of that bread 
and get it on the market, otherwise their costs are 
going to go up. We do feel the price today is en- 
tirely out of line altogether on the basis of the costs 
involved in a reasonable type of operation. 

COMMISSIONER DRUMMOND: If it is a losing 
game, if it is a fact that they undertake this in order 
to get the so-called economies of scale in their pro- 
cessing plant, they have larger volume there, which 
would probably mean their per unit cost would go down. 
If it is still a losing game that must only mean that 
their lower costs at the processing end are more than 
offset by the extraordinarily high cost at the distri- 
buting end throughout the country? 

MR. PATTERSON: I would say that in some of 
these products, the large centres are being extremely 
penalized in terms of cost of the commodity in order 
to subsidize this unreasonable and unwarranted and 
undesirable operation throughout the country. There 
is no reason in the world, if the chain store opera- 
tion -- and if the figures I have are correct -- are 
able to buy from these organizations and able to 
squeeze down the price to 8% or 9 cents a loaf, there 
is little to justify the price that is being paid for 
this bread by the people in the city. 


COMMISSIONER DRUMMOND: It is not a losing 


| game for the company as a whole; it is only that part 


of the business that is losing, and they more than make 
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up for that --- 

MR. PATTERSON: Oh, yes, that is right, but 
they do obtain the price in the city to subsidize the 
country operation, 

COMMISSIONER MacKICHAN: Just a question or 
two. In these past few days, particularly, in another 
part of this building the matter of surpluses was a 
matter of very grave concern, and I was wondering, on 
page 4 in the third paragraph, where you mention farmers 
have stepped up their output to the maximum, does that 
mean surpluses are finished, or would --- 

MR. PATTERSON: I am sorry, I cannot hear 
the question. 

COMMISSIONER MacK ICHAN: In the third para- 
graph you mention producers have stepped up their farm 
output to the maximum: then, we would not have any more 
surpluses if we are at the maximum? 

MR. PATTERSON; Well, maximum within the 
area in which they are operating; but, in almost all of 
these operations they can expand that operation by 
various ways: by investing more capital, and by doing 
this and by doing that; they can certainly increase 
their productivity. 

COMMISSIONER MacKICHAN: That is what I was 
afraid of, 

MR. PATTERSON: Perhaps I left the wrong 
inference, By injection of capital into agriculture, 
which is -- and I would say some of these operations, 
perhaps, are almost to the limit at the present time 
in the type of operation they are carrying on, but if 


more capital was available there is no limit to what 
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can be done. We could produce, for instance, all the 
eggs needed in Manitoba in one city block. You might 
have to go up a little bit, but it can be done, 

COMMISSIONER MacKICHAN: This may be a minor 
point, and Dr. Drummond probed at it a bit, but, from 
the representations we have heard from producers general- 
ly, and considering the source from which the vertical 
integration was coming, we just didn't expect to find 
the word "advantages" used. 

MR. PATTERSON: Well, they are taken as ad- 
vantages by the consumer, We don't, of course, con- 
sider them as advantages. 

COMMISSIONER MacKICHAN: I am sorry; that 
was my interpretation, 

MR. PATTERSON: They are temporary advantages 
to those who are patronizing or have access to those 
areas; but they are only passing. When we look at 
this thing, which we have to do, in a very objective 
manner and over a long-term period, this is only some- 
thing that is of a temporary nature and what we figure 
will certainly mitigate against the interests of the 
consumer in the long run. 

COMMISSIONER MacK ICHAN: Another minor 
matter on page 12, in the second paragraph: you men- 
tion that government may have to give attention, if 
they are going to keep any semblance of order and 
prosperity is to be maintained in production and mar- 
keting, to farm organizations and consumer groups. We 
would feel that merchandising, profit-wise, was doing 


very nicely, thank you, and would not need any further 
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assistance just at the moment. 

MR. PATTERSON: In merchandising? 

COMMISSIONER MacKICHAN: Yes, I take it 
that is serving the customer -- at the retail end: would 
that be the field you have in mind? 

MR. PATTERSON: No, I have in mind, sir, the 
impact of a total vertical integration programme, which 
is conceivable, and if such were to take place we don't 
think that it would be in the interests of Canada as a 
whole, and we do feel that the pressures that are pre- 
sently being exerted by the producer for some assis- 
tance or some help in getting a fair share because of 
the lack of machinery -- I think perhaps that could con- 
ceivably be reversed, and the pressure would come from 
the consumer a little later on. If the farmer is 
eliminated, he is out of the picture, but you still 
have to sell; you still have the consumer, and I could 
anticipate that under a system where you don't have 
the surplus, and the farmers want to produce and keep 
around as a matter of security -- perhaps ill-founded 
-- if it is removed, then you will have not just a 
periodic period of excessive prices such as in the case 
of hogs last year when they went up to 37%, and in a 
matter of months are down to 22 -- 22% in Winnipeg. 

It would be quite easy to keep the prices up there as 
long as there were not outside pressures that mitigated 
against that process and put them down. 

COMMISSIONER MacKICHAN;: Would you care to 
comment on paragraph 3 on page 15, which is written in 


fairly strong language? 
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MR. PATTERSON: Well, I think I would say 
that that is precisely what would be inevitable if the 
current so-called trend continues, that you would not 
have rural Canada any more in the sense we see it today; 
that these people would become labourers; they would hav 
to move somewhere; they would have to go into the cities. 
You would have a situation where there would not be a 
market for the manufactured product in the country to 
the extent there is today, and you would lose the 
benefits that Canada has had over the years from rural 
society, which we feel has a tremendous impact on 
Canadian stability as a whole. 

COMMISSIONER MacKICHAN: It is not contained 
in the brief, but would you comment on this’ trend of 
the movement from the farm to the city? What are 
some of the implications of that? Personally, I 
think it has wide implications. 

MR, PATTERSON: Yes, it covers quite a wide 
area, but one of the main reasons, the basic reason, 
is because of the deterioration in the agriculture 
economy. We recognize that in any system whereby 
production is controlled by price that you will have 
that type of thing, and as price is reduced you will 
eliminate the various categories as you come down the 
scale, and that is precisely what is happening today 
in Canada and in North America where you have got 
different groups eliminated at different levels, and 
that will continue, but it won't necessarily mean 
that because you have fewer farmers you are going 


to have lesser production or lesser surplus -- in 
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fact, the opposite is very often the case, because 

the small farm -- to go to the extreme and say a farm 
of 40 acres or 160 acres, that is maintaining a family, 
if that family is removed from that quarter section 
and someone else takes over who already has a fairly 
large operation, then, if he has been growing grain 

on that farm in the first place, the total production 
of that farm then will be in terms of perhaps one com- 
modity, which will add to the surplus situation which 
they already have. 

COMMISSIONER MacKICHAN: This movement off 
the farm must have some very, very definite bearing on 
the unemployment situation, Would you agree? 

MR. PATTERSON: We would, quite definitely. 

MR. PLATT: Could I say a word on that 
question, which concerns me quite a bit. We recognize, 
of course, that with the advent of technology that very 
probably the movement that we have always had off the 
farm will be accentuated, but one of the things that 
concerns us very greatly is the kind of people who 
are moving off the farm. In the first place, you 
are forcing off people who don't have access to 
capital. If you have access to capital, you can 
usually remain, but this business is not a question of 
forcing the most inefficient producer off. li. ie 
forcing off the person who does not have access to 
capital, and because the economic rewards are very 
low in agriculture at the present time, you move off 


the man who has greater than average natural ability. 
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He is able to move into the city and adjust himself to 
city conditions that much more quickly. In other 
words, if he has a secondary trade or anything like 
that he can move, and age is also a factor. You can 
move off a young man much more easily than you can an 
old one, and this sort of thing has a tendency to re- 
dice the general level of -- I don't like to use the 
word “intelligence” but that is as close as I can 
think of at the moment -- of the rural people. At 
the very time when they should be kept there and you 
should be keeping the brighter people in agriculture. 
We are losing them and getting a level of less bright 
ones on the farm, 

That is perhaps the most significant part of 
the movement from the farm. 

COMMISSIONER MacKICHAN: If some of the 


more efficient people are leaving the farm do you think 


there could be any benefit by supplying them with capita 


to increase their inefficiency? 

MR. PLATT: Pardon? 
COMMISSIONER MacKICHAN: Are we going to 
have any solution by providing capital to an ineffi- 
cient farmer? 


MR. PLATT: Oh, no. You can't serve any 
useful purpose by providing capital to an inefficient 
farmer. You certainly can do a great deal by pro- 
viding capital to an efficient young man. 
COMMISSIONER Mack ICHAN: I agree. 


MR, PLATT: Who would otherwise move out 


of the industry. 
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COMMISSIONER MacKICHAN: I agree. 

MR. PLATT: Of course, we might add 
to that there are possibly different reasons that he 
has been inefficient. 

COMMISSIONER COUVRETTE: The Royal Commis- 
sion you mentioned was in 1937. That is the Stevens 
Royal Commission? 

MR. PATTERSON: Yes. 

COMMISSIONER COUVRETTE: That is the one 
you referred te? 

MR. PATTERSON: Yes. 

COMMISSIONER COUVRETTE: On page 4, the 
fifth paragraph, the last line, you say: 

“It has been said that one per cent sur- 

plus production lowers price by 8 per cent,” 
Does that mean surplus production of all farm products 
or does it apply only to grain because at a former 
part you mentioned specifically grain? 

MR. PATTERSON: No. It refers to any of 
the food commodities that are on the open market where 
there is no degree of protectien or support of any 
kind. A small surplus will have a very definite 
effect. 

COMMISSIONER COUVRETTE: Of all farm pro- 
ducts? 

MR. PATTERSON: Yes. 

COMMISSIONER COUVRETTE: Just one question 
to make it clear to my mind. Am I right in saying that 
in the brief you have somewhat expressed in a general 


way the opinion that the retail operations of the day 
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-- that their operations are getting to be too costly 
and are likely to get more costly and that in order 

to succeed on a competitive basis they must meet com- 
petition which would be in most cases independent 
competition; they would have to exercise pressure in 
their buying power to get goods at lower prices and 
force back lower and lower prices to the producer. Is 
that what you mean? 

MR. PATTERSON: Yes, that is so, Mr. 
Couvrette, There are two factors in here. Now, 

I would say first that we believe that food products, 
farm products, should be advertised and we believe 
that food products should be advertised, but we also 
believe that there is a limit to that field which can 
be justified. 

In the second place it is generally conceded 
that the lower price of a commodity the more -- put it 
in the reverse -- as prices go up they run into a 
certain degree of consumer opposition, buying opposi- 
tion and resistance, and so their volume will be some- 
what reduced so that food prices are kept down, which 
would be to the advantage of the operator, whether he 
be a large operator or whether he be a small; but in 
order to carry out this type of programme, as you 
have suggested, as competition becomes keener at that 
level of merchandising, it is conceivable that more 
and more and more will be poured into the business 
of promotion and advertising and so, to keep ahead 
of the game and if they can't get the prices up the 


logical thing is to push them down at the bottom. 
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I think it can readily be agreed that some 
of the procedures that have been used today in promo- 
tion were certainly not dreamed of a year or two ago, 
as far as merchandising food products is concerned. 

I am not going to say it is all bad but I 
will say this: if that type of thing is necessary, if 
that type of thing is desirable or if that type of 
ching is demanded by the consumer then the consumer 
should pay the bill and not penalize the producer who 
has, in effect, little resistance in so far as prices 
are concerned. 

CCMMISS{LONER COUVRETTE: Yes. Well, the 
point I wanted to get at is this: in other words, what- 
ever methods are being used costs are higher and if 
they paid the right price to the processor, which in 
turn would mean a fair price to the producer, they 
would have to sell at a higher cost to the consumers? 

MR. PATTERSON: That is right. 

COMMISSIONER COUVRETTE: Therefore, to be 
competitive against another type of smaller independent 
store, they take unfair advantage of their buying power 
to get lower prices than they have the right to? 

MR. PATTERSON: That is so. Not only on 
the producers but it is on the processors or secondary 
industries in between, 

COMMISSIONER COUVRETTE: From them back 
to the processors? | 

MR. PATTERS ON: That is right. If the 
margin under which they operate shrinks then .they 


have to find ways and means of moving it up and the onl 
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thing that has any elasticity is at the bottom level 
where they can take it from the producers. 

COMMISSIONER COUVRETTE: Mind you, speaking 
for myself, I am on the retail side of the picture not 
on the producer's side. {I mean by that in other words 
again, if the independent retailers were able to get 
their goods at the same price as the large organiza- 
cions they would be able to be more competitive. 

MR. PATTERSON: Yes. Here again you have 
both pressures of buying, a buying monopoly as well as 
a sales monopoly and you have large organizations who 
can buy or can sell a product cheaper than a small one 
can buy it. 

COMMISSIONER COUVRETTE: And may we imply 
from your brief that in your opinion,seen in the few 
pages of this brief, that if this would be regulated 
the consumer would noc be the loser at all at the end 
by paying higher prices or having to pay a high price? 

MR. PATTERSON: Well, the consumer would con- 
clude that if their prices went up, well, they were 
paying too much, possibly. 

COMMISSIONER WALTON: She wouldn't buy? 

MR. PATTERSON: Pardon? 

COMMISSIONER WALTON: She wouldn't buy or 
she would substitute? 

Mk. PATTERSON: In some cases, yes, but we 
have detected in the last two or three years on the part 
of the consumer, I believe, a more sympathetic attitude 
towards the producer. It has shown up in the attitude 


of the consumer organizations to price increases of 
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recent times where they have shown little resentment to 
increasing where the producer was given the benefit. 

I will say, of course, that applies -- perhaps 
we should say lesser resistance than there was pre- 
viously noted in terms of statements. 

On the other hand the consumer seemingly does 
not react in che same way to price increases in general 
in the past which have gone up in total as far as their 
particular commodities are concerned, in the type of 
service and the type of packaging and so on that they 
are getting. She will pay the higher price even 
though the total food content of that parcel is less 
than it was before. 

COMMISSIONER COUVRETTE: Mr. Patterson, it 
seems we are now taking for granted that prices would 
be higher but it seems to me that in your brief you 
have indicated since the large operators have higher 
costs on account of their special type of very extrava- 
gant operations, they have, in order to meet competition, 
forced back their buying power and other levels back 
to the farmer? 

Now, if they paid the prices that they should 
pay and they would direct a fair share of the dollar 
back to the farmer then it does not mean that the inde- 
pendent would have to pay more than he pays today be- 
cause he is not benefitting by his buying power. He 
has no buying power. He is paying more than he has a 
right to so it doesn't mean, according to me, that he 
would have to have higher prices. That was my ques- 


tion: would the price be necessarily higher at the 
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that costs of independent producers would become higher. 
They would remain the same, 

MR. PATTERSON: Yes. You are right, sir. 
You are right and we might use this as an example. 

A country baker today is selling bread at 
12 cents a loaf, and I would say maybe better bread 
than what you buy in the city. At the same time the 
big organizations that are peddling the country have 
to get -- what is it -- around 16 cents to 17 cents a 
loaf, but the service in between -- this loaf in the 
country is 12 cents and is neither sliced nor wrapped 
but it is in a community where it is the simplest thing 
in the world to get bread every day, but the consumers 
are paying that extra for that extra type of service 
in between which adds materially to their cost, 

If we had a similar system as before and if 
these organization confined their operations to the 
areas within reason they could sell bread, say, in 
the city of Winnipeg for three or four cents a loaf 
less; the same product and the same servicing that you 
are getting today but you eliminated any running around 
the country. You see what I mean? You eliminate 
that. The consumer in turn would pay -- either the 
consumer would pay less or the producer could get more, 
Benefits could accrue from realistic adjustment on the 
retail level -- processor-retail level could be handed 
back to the producer. The producer could get a 


3979 
consumer's level if, as indicated in your brief, costs 
of large operations are higher? That doesn't mean 
realistic price for his product. The consumer would 
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still be getting the same service she is getting today 
and the little fellow, as you say, the little fellow 
in between would be in a better competitive position 
than he is with the type of thing that is going on 
today. Do I make myself clear? 

COMMISSIONER COUVRETTE: Oh, yes, thank you. 

COMMISSIONER DRUMMOND: One question on page 
E23 I just noticed you say: 

"For the last two years the share going to 
the packer has been lower, while the retail share 
has been higher.” 

How do you explain this? 

MR, PATTERSON: I think that again, sir, has 
some significance. I have not discussed this thoroughl 
with the gentleman that did this study. I think that 
has significance and bears out the point that we made 
a little while ago that the pressure here is not coming 
on the producer. While we look at the packing industry 
as being something that is pretty big there are other 
people that are perhaps bigger. He has to distribute 
that product. I think this again is significant 
there that while that share is less the retail share is 
increased by approximately 50 per cent at the same 
time in a period when large operations, large retail 
operations havemade very rapid strides. That is the 
chain store operation, and in the City of Winnipeg 
today or in any city perhaps, where the chain store 
operation has developed substantially I think it would 
be fair to suggest that a very large percentage of the 


retail trade is being handled from the chain store 
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level so that even though the consumer has a price 
which is such-and-so, the processor is not getting any 
more and the farmer's price is such-and-so, a percen- 
tage of it is being taken by that type of operation, 
which would indicate that bigness does not always re- 
sult in lesser costs. 

COMMISSIONER WALTON: Mr. Patterson, on page 

9 at the bottom you say: 

“At the same time, there is little to suggest 
that prices on the world market should dictate 
domestic food prices,” 

But I hear you say ''We readily agree that in an indus- 
try dependent very largely on the world market as a 
yardstick for prices, every effort must be made to 
remain competitive.” Would that be the grain grower 
and the wheat farmer? They do not produce just for 
the Canadian market and the Canadian market is a very 
small operation. Would you suggest then a two-price 
system where we are producing both domestic and for 


the world market? 
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MR. PATTERSON: That is one way it could be 
done, Mrs. Walton. You see, there really is not -- 


we hear a lot about free world markets, the law of 
supply and demand and so on, but in the world market 
actually there are no world prices. I was interested 
the other day to hear the Minister of Agriculture, 

I think it was, refer to that situation in a survey 
of the prospects of markets in the world for 

Canadian products, and he said there are no world 
prices any more. Prices for grain and other com- 
modities have been subsidized by these various 
recipient countries, these "have not" countries, 

and which has a very definite effect on what might 

be interpreted as a world price. You see, in 
everything that the farmer produces, that the consumers 
buy, we contribute to the maintenance of the standard 
of living in Canada. All our costs of operation 
are factors contributing too, which indicate a 
standard of living that we enjoy, and as these 

costs increase and our prices -- and we cannot pass 
them on to anybody, we cannot earn any more in the 
world market, than the consumer price or the local 
price, the domestic price has been taken as what 

is being interpreted as a world price. It puts the 
individual producer in an almost untenable position 
in trying to meet the rising costs of production, 

and the recipient in trying to produce more to 

offset it. It is the same as you find in the cities 
or towns where an individual on a certain wage level, 


if he lives up to a point, but as his costs, whether 
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by his own doings or the economic forces price him 
out of that category, then you find he takes another 
job to supplement his income, or puts his wife to 
work or the kids go to work, or some other way. 

That is his only way to make up or combat the force, 
so-called inflation, and it is the same with the 
farmer, he responds in the only way he can by 
producing more. So, we say there is no reason why, 
no logical reason why producers price on the 
domestic or the domestic price of the farm products 
should be tied to a world level, or the price 
existing in the world market. 

COMMISSIONER WALTON: Would you suggest 
butter is tied to a world price? 

MR. PATTERSON: No, but the major products 
that we have to depend on a world market for, those 
products are, particularly the farmers, are 
particularly vulnerable in those particular com- 
modities. 

THE CHAIRMAN: Mr. Patterson, I would not 
like to be misunderstood, and I hope you will not 
think it is discourteous, but we would like to thank 
you for a very clear exposition of the facts as 
you see them. This has been of interest to us, 
and there is only one point I would have liked to 
proceed with with you, but I think it is outside the 
terms of our reference, and that is what we feel 
about the surpluses in the developing situation. 

I do think this is a little outside of our terms 


of reference so perhaps some time we may sit down 
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together and talk about it. 

On behalf of my colleagues I would like to 
thank you very much for. the discussion which we 
have found to be extremely interesting. 

MR. PATTERSON: We thank you very much, 
Mr. Chairman, and if at any time you want to discuss 
any aspect of this problem, or anything relevant to 
it, I can assure you we have some very definite 
views on it, and would be very happy to discuss it 
with you. 

THE CHAIRMAN: Thank you very much. We 
will adjourn now until 10 o'clock Monday, November 
17, 1958, when we will hear the brief of the 
Manitoba Sugar Company Limited. 

--- The hearing adjourned at 12.05 to 


resume on Monday, November 17, 1958 
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Monday, 
November 17, 1958. 
--- On resuming at 10.00 a.m. 
Submission of 


THE MANITOBA SUGAR COMPANY LIMITED 


Appearances: 


Mr. W.R. Hetherington Vice-President and 
General Manager. 


THE CHAIRMAN: The first submission this 
morning is on behalf of the Manitoba Sugar Company 
Limited, and will be presented by Mr.W.R.Hetherington, 
Vice-President and General Manager. Mr. Hetherington, 
would you come forward please and be seated while 
you read the brief. 

MR. HETHERINGTON: Thank you. Mr. Chairman, 
members of the Commission, this is a brief on be- 
half of the Manitoba Sugar Company in connection 
with your inquiry into the price spreads on food 
products. 

Sugar is one of the few major agricultural 
commodities produced domestically, yet supplied 
in substantial volume from foreign sources. Over 
80 per cent of Canada's sugar supply is refined 
from raw canesugar imported from fereign sources. 

Over 80 per cent of Canada's sugar supply is refined 


from raw cane sugar imported from tropical countries 
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the balance is supplied by the Canadian beet sugar 
industry. 

The economics of the cane and beet sugar 
industries are quite different, yet the basic product 
of each is identical - refined white sugar. It is 
an acknowledged fact that cane sugar can be pro- 
duced more deaply than beet sugar. To suceeed 
in the face of this competition the beet sugar 
industry has had to depend on a certain degree of 
pretection from tariffs, quotas and other similar 
artificial devices and to take advantage of any 
geographical factors which prove favourable. 

The types and degree of national protection 
provided are many and varied. In the United States, 
for example, a very complex system is applied. The 
group of countries permitted to supply the United 
States market is closely controlled and quotas are 
imposed. Import and excise taxes are levied and 
a subsidy is paid to sugar beet growers. The manipu- 
lation of quotas by the United States Government 
has the effect of preventing wide fluctuations in 
sugar prices. It also has the effect of maintaining 
comparatively high prices for sugar with attendant 
advantage to the domestic sugar industry and 
assures a market for its production. In Canada the 
industry receives a certain degree of price protection 
through tariffs on raw cane sugar, but no market 
protection. 

Canada buys her raw cane sugar in what 


is termed the free world market - a market in which 
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prices are subject to a high degree of instability 
and a market which is influenced by frequent 
conditions of surplus and over production. This 
has generally meant relatively low raw sugar prices 
with occasional periods of fluctuating higher 
prices in periods of international tension or 
difficulty. 

Efforts to stabilize the world market 
have taken the form of international sugar agree- 
ments and similar measures in which some form 
of international control has been attempted, aimed 
at stabilizing the supply and demand situation 
and eliminating fluctuations in international 
prices for raw sugar at levels which would prevent 
major economic problems in exporter countries. 

To date the agreements have been only partially 
successful as witnessed by the violent fluctuations 
during the periods of the Korean War and the 

Suez crisis and by the depressed levels which 
followed. It is, however, interesting to note 
that a new international sugar agreement has been 
reached in recent weeks in which a greater number 
of countries than ever before have joined. 

Since the major item of cost to the 
Canadian sugar refiner is the cost of raw sugar, 
these fluctuations in world prices must be reflected 
in refined cane sugar prices in Canada. 

The price of cane sugar at any point 
in the marketing area in which the Manitoba beet 


sugar industry competes is made up of the list 
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freight is the cheaper. Against this price a 
differential or discount is applied - currently 
20 cents per hundred pounds in Manitoba. In 
Saskatchewan Manitoba sugar is sold at a discount 
of 10 cents. Thus, Manitoba sugar is always sold 
at a price lower than the cane sugar prices at 

any point in its marketing area. This so-called 


basing point system is not unique or peculiar 


to Manitoba - this system, as far as we know, is 
used throughout Canada and the United States and 
in most other countries with free economies. This 
pricing system permits Manitoba to take advantage of 
its geographical position, as reflected in the 
cost of transporting competing cane sugar from 
Montreal to our marketing areas. Without this 
natural protection the Manitoba beet sugar 
industry would not have been initiated, nor would it 
have been successful. 

The following price figures may be 
Significant. 

I should point out we have no influence 

or control over prices beyond our manufacturer's 
list price levels. The prices which follow are for 


‘ 3989 
price at Montreal or Vancouver, plus freight to 
destination - whichever basing point price, plus 

the sales year or fiscal year from 1949 to 1958. 


a 


oe 

sjgedo ord et dagtert 

i day@estD <0 tatinere Trp 
ey 

okrurog Sexbrett seq etqeo OF 


on 2am Anworn staast | 


- 2 


Se ae 


Sota: Bako tte 
tid¢ernnoen nok 
ju he 

io FBOO 
fserdsoM 
iq lewaten 

fuck wetevbas 
BEssoue ‘naed evs 


, Reg ofttigta . 


4 ; i +e 
ot. waht: Tare LENT OD TE,» 
a. Fol 6) 
| fealig tarl . 
¢ , 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


3990 
The average net price of sugar, Winnipeg 
(manufacturers) delivered price for 
cotton 100 lb. Bags. 
Oct. 1/48 - Sept. 30/49 $ 9.10 


Oct. 1/49 - Sept. 30/50 9.65 
Oct. 1/50 - Sept. 30/51 i Ue by 
Oct. 1/51 - Sept. 30/52 10.47 
Oct. 1/52 - Sept. 30/53 9.47 
Oct. vat - Sept. 30/54 8.91 
Oct. 1/54 - Sept. 30/55 8.87 
Oct. 1/55 - Sept. 30/56 8.91 
Oct. 1/56 - Sept. 30/57 Bb 8 ha ie 


Oct. 1/57 - Sept. 30/58 9.25 


The net price of beet sugar today is $8.71 - 


this price having been effective since July 9th 
this year. 

It is evident that the price of sugar 
in our marketing area is largely governed by 
factors beyond our control and indeed by factors 
which are outside of Canada's control. It has 
therefore not been found practical to establish 
a fixed dollars and cents value for beets. 

In Manitoba, as in most beet growing areas 
on this continent, the practice is to relate the 
price of sugar beets to the price of sugar. Each 
year previous to planting the Producers and Company's 
representatives meet and decide on ‘terms of the 
year's contract. Previous to 1956 agreement was 
reached only with great difficulty, and indeed 
in early 1955 the provincial Minister of Agri- 


culture intervened to prevent what threatened 
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to be a collapse of the industry in the province. 
A new contract was negotiated, however, by a new 
company management in 1956 incorporating more favour- 
able terms for the growers and providing a direct 
relationship between sugar prices and growers! 
returns. Under the current contract the growers 
receive a maximum of 63 per cent of the net returns 
from the sale of sugar. 

Apart from the fact that until 1956 a 
great deal of difficulty and controversy was involved 
in the negotiations of the beet contract it should 
be noted that the trend has been for the producers, 
the beet growers, to obtain an increasing proportion 
of the sales value of the sugar derived from their 
sugar beets. A few examples will illustrate this 


point. 


The average of the past ten years' crop 
operations shows that the average quality of sugar 
beets in Manitoba is indicated by a sugar content 
of 16.25 per cent, a purity of 84.25 per cent 
and an average extraction of 253 pounds of sugar 
per ton of beets bought. Applying these typical 
figures against the contracts which covered each 
of the past ten years' crops we obtained the following 
prices for sugar beets per ton, based on a net 
return for sugar of $8 per hundred pounds; and I 
show an increase from $11.13 in 1949 to $12.55 in 


1958: 
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1949 $11.13 
1950 11633 
1951 11.63 
1952 11.08 
L953 Ba PR Pa 
1954 1203 
1955 2.10 
1956 12,24 
LO57 225 
1958 12.55 


In terms of the proportion of the sugar 
dollar received by the producer, it is calculated 


that in 1949 he received 54.9 per cent. This pro- 


“portion has increased gradually such that for the 


1957 crop he will receive 62 per cent of the sugar 
dollar. Again, we speak only of our own list 
prices. 

We summarize as follows: 1. The Manitoba 
beet sugar industry involves a unique degree of co- 
operation between producer and processor. The 
basic nature of the beet contract is such that 
in several major respects interests of grower and 
company are common. This essentially is also 
prompted by the basic competition between beet and 
cane sugar, a competition which is described as 
fundamentally between the entirely different systems 
of agricultural economy which these two crops 
support. 

2. The price of Manitoba sugar has not 


followed the general price trend of commodities 
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in Canada and is, in fact, selling at a price today 


lower than that which was in effect 10 years ago. 


3. While the Commission is concerned 


by the tendency for the spread between prices paid 


by consumer and prices paid to primary producers 

to increase, we submit that in the Manitoba beet 

Sugar industry the reverse has held true. The primary 
producer now receives a larger share of the 

sugar dollar than ever before. 

THE CHAIRMAN: Thank you, Mr. Hetherington. 

COMMISSIONER MacKICHAN: Would you please 
elaborate a little bit on the lditer part of para- 
graph 2, or, the second complete paragraph on 
page 2, regarding the international agreement? 

MR. HETHERINGTON: Well, we don't have 
complete details as to the nature of this final 
international sugar agreement; however, it seems to 
be very similar to the one which was in effect 
previously. The point in particular is that the 
exporting countries agree to limit their production 
or the amount that they will sell according to 
quotas which are established under the terms of 
this international sugar agreement. At the same 
time they agree to abide by certain reserves, times 
of selling, and so on, which are controlled by the 
council of the agreement in an effort to limit the 
price of raw cane sugar on the basis of f.0.b. Cuba 
to between, I think it is, $3.15 as a bottom price, 
and, I think it is $4 or$4.15 as the ceiling price; 


and that has been the major point that the 
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international sugar agreement has been after through 
Juggling quotas and holding back on production to 
prevent the terrific fluctuations that have occurred 
from time to time. 


COMMISSIONER MacKICHAN: It should tend 


to somewhat more stability or more evenness? 
MR, HETHERINGTON: Yes, the whole point 
of the international sugar agreement is to stabilize 
the market, especially in view of the fact that the 
world has a tremendous potential for the production 
of sugar. One thing brought it to a head: In 1952 
Cuba came forward with a production of over $8 
million, and could only sell about $5 million, and 
Since that time, aside from the Suez crisis, 
especially because of the fact that she has that 
potential with very little effort, it has been a 
depressing influence on the world market. 
COMMISSIONER MacKICHAN: Well, it may be 
stretching the terms of reference a little bit, but 
it has to do with the price of sugar: What would 
be the effect of this very disturbed political 
situation in both Haiti and Cuba? 

MR. HETHERINGTON: I think those are a 
little too local in nature to disrupt the market. 
Most of the international problems have been of a 
nature where the shipping was disrupted, which occurred 
at the time of Suez. It so happened that Suez occurred 
at the time the statistical balance between supply 
and demand was very, very close, but then shipping 


was disrupted entirely by the Suez crisis, and then 
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there was a scare of war and the so-called invisible 
inventories went up, and there was an artificial 
demand, which was quite unreal, created. 

COMMISSIONER MacKICHAN: You mention at 
the bottom of page 3 the prices delivered in 100- 
pound cotton bags: Will you tell us what the relation- 
ship might be with the amount of sugar that is 
turned out today in 100-pound bags versus fives 
and tens? 

MR. HETHERINGTON: I haven't got exact 


figures here, but in our particular location, I 


would say approximately half of our production is 
sold in 100-pound bags, and the balance in packages. 
That is a very rough figure, but it depends entirely 
on your type of market; whether you have a large 
number of manufacturers etcetera, and it may be 
quite different for another sugar company. 
COMMISSIONER MacKICHAN: In a great many 
of the retail and particularly the chains, you find 
the package -- either fives or tens -- is about 
the only thing you will see around? 
MR. HETHERINGTON: That is right. I 
do believe that the largest part of the 100-pound bags 


goes to the manufacturers rather than to the im- 


COMMISSIONER MacKICHAN: And industrial 
plants and institutions, possibly? 

MR. HETHERINGTON: That is right, yes. 

COMMISSIONER MécKICHAN: In this division 
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word "maximum" comes in. The maximum of 63 per 
cent indicates it may be lower: How are these 
divisions of the total dollar divided -- what 
formula is used? 

MR. HETHERINGTON: Actually, that 63 per 
cent is a maximum at $8.50 net return. I mention 
that because at the present time, at the present 
level, the net return is approximately $8, which 
would mean the farmers get 62 per cent at this 
moment. The reason for the tendency to scale the 
percentage according to the price is possibly 
largely due to the fact that each year over a period 
of time the tendency in negotiation has been to 
increase a step on the upward side from originally, 
presumably, a lower percentage. 

COMMISSIONER MacKICHAN: But would you 
say that a $8 price for sugar, that 63 per cent is 
the -- 

MR. HETHERINGTON: Sixty-two per cent 
with a $8 net return. 

COMMISSIONER MacKICHAN: Could we infer 
from that, that that is a residual price to the 
grower? 

MR. HETHERINGTON: No, it is not quite true, 
because regardless of what our costs are, we would 
still have to meet the market price. 

COMMISSIONER MacKICHAN: You grant your- 
selves $8 on the one side, and 62 per cent on 
the other? 


MR. HETHERINGTON: That is right. 
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COMMISSIONER MacKICHAN: What are the by- 
products of sugar manufacturing? 

MR. HETHERINGTON: Pulp and, of course, 
molasses. 

COMMISSIONER MacKICHAN: Does that come 
in the 62 per cent? 

MR. HETHERINGTON: No, that is separates; 
that is a separate contract. 

COMMISSIONER MacKICHAN: And there is a 


division of that between the company and the 


grower? 
MR. HETHERINGTON: Yes, there is. 
COMMISSIONER MacKICHAN: By negotiation? 
MR. HETHERINGTON: Yes. It comes up 
every year. The beet growers, of course, negotiate 


for all they can get, quite naturally, and there is 
a definite division of net return from molasses 
and pulp. At the present time molasses and pulp 
is such that the growers do not receive a division 
on molasses in effect -- in actual fact. 

COMMISSIONER MacKICHAN: The «reasons I 
asked the second last question is that growers and 
farmers generally have been contending that there 
is the consumer price, and everybody else took 
their share and worked back, and they just had what 
was left. 

MR. HETHERINGTON: Well, I don't think 
that applies to the sugar industry. 

COMMISSIONER WALTON: On your third ob- 


servation on page 6, your conclusion there that the 


Tha - a - 


v 


4‘ noketveb | a 


{49% 


toon ‘OAT tasy. Crave: | ; 
“so ites dan nebo vest Lie prot | 


o totealvib eftalteis 


need ever Vileiaues Orenrts t 


Ph. 5 ~~ vow 4 


‘“ na <sstvigs gentemiae 289 Bk | 
ee z any 
me ave = owns eradh ats itd | 
W titel eu i 
er (<r : J : : a 
nits 2" = ‘ th re VID In HT ic. a : - ae 
i¥ 2 A ie ‘Bh PRue Te rll o/ettens. dat _ a 
- a | ‘- 
rh 


-fo. Hr 42 apoe pmo wow tA re ; 
: ’ . Hy 


orld. gad? eure Pobeot anos Sage 42 epam: 


. ‘and Sid 
eo ary y 


i 


ie are 


Lavi th 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


3998 
primary producer now receives a larger share of 
the sugar dollar than before, and, earlier, you 
mentioned there were subsidies paid in order to 
be able to compete with the imported product: 
Without those subsidies would you say at the pro- 


¥, 
% 
= 


wane 


ducer's share might have been lessened? 
MR. HETHERINGTON: The subsidies that 
I mentioned before were in respect of the United 


States; not of Canada. No subsidy has been paid 


yet in Canada to the beet growers. So, up to 

the present time, subsidies have not been a factor 
in the last 10 years in any case in determining 
growers! prices, or the growers! share. 

There is just one point I might mention 
on that last thing, and that is, again, we can 
only set prices for the sugar on manufacturers' 
prices. 

THE CHAIRMAN: In other words, the share 
you were talking about is related to the selling 
price and not to the retail selling price? 

MR. HETHERINGTON: That is right. We 
have no influence beyond our factory doors. 

THE CHAIRMAN: It would still be possible 
that the share of the consumer's dollar is declining? 

MR. HETHERINGTON: It could be possible, 
but I doubt very much that that is the case, for 
the simple reason it is our own observation that 
Sugar in general is a high volume rapid turnover 
low mark-up product; so, I doubt very much if 


you would find that the share of the dollar has 
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gone down on behalf of the producer; in fact, I 
think the contrary is quite true. 

COMMISSIONER COUVRETTE: On page 4 you 
mention in the third paragraph that the practice is 
to relate the price of sugar beets to the price 
of sugar. What does that mean, exactly? Can 
you elaborate on that? 

MR. HETHERINGTON: Well, the main point 
there, of course, is that there is no way of 
determining, in dollars and cents, the value in advance 
for a ton of beets, and the only way that the 
industry as a whole has been able to assure that 
the grower gets a fair share, to allow for the 
fluctuation in sugar prices, is to relate closely 
the price of beets to the price of sugar. In 
our particular case, we extract the sugar from 
a ton of beets, and the farmer, in effect, gets 
a percentage; at present I say it is 62 per cent. 
Sixty-two per cent of that sugar, in effect, 
belongs to the grower, and that is his payment 
for beets. We have to make our operating and 
manufacturing expenses and profits out of the remaining 
38 per cent. So that, if the price goes up to 10 
cents, he gets, in that case, 63 per cent of the 
10 cents, and our balance would be 37 per cent 
of that 10 cents for our own operations -- company 
operations. 

COMMISSIONER COUVRETTE: On the other 
hand -- or, at the other end -- I suppose it is 


written somewhere in the brief that the practice 
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is also to relate the price of beet sugar to the 
price of cane sugar? 


MR. HETHERINGTON: That is right. 


COMMISSIONER COUVRETTE: And the practice 
is to have a few cents per 100 pounds under the 
price, of cane sugar? 

MR. HETHERINGTON: That is right. 

COMMISSIONER COUVRETTE: Perhaps this is 


a question that should not be asked of you, but 


how is the price of cane sugar itself fixed here? 
MR, HETHERINGTON: Well, I may not be the 

best source of information on this, but I have 

a fairly good idea how the cane refiner establishes 

his price. It is basically the cost of raw sugar 


as quoted on the New York Sugar Exchange on the 


basis Oiitio bt Cuba,’ plusstherireight »ortray 
sugar from Cuba, plus the duty on raw sugar, plus 
the refiner's spread, which would be his cost plus 
profit, plus freight to destination; and that 
would be the list price that you would have to 


compete against at any point where we are marketing 


| beet sugar. 

COMMISSIONER COUVRETTE: It could well 
happen that the price paid by the consumers for cane 
sugar could be higher than it should be? 

MR. HETHERINGTON: Well, that is quite 
possible. It was alleged, I believe, at the time 


of Suez that the price was too high. However, it 


has never been alleged that it is too low when 


there are many depressed periods of sugar prices 
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that the beet sugar industry has had, averaged 
over the years, because when the prices are low, 
we have no alternative except to meet their 
prices regardless of what our costs may be, or 
what the farmers! costs may be. So, over the 
years, it has been the practice, historically, 
and as far as I know it is the only successful 
system of pricing sugar for the beet sugar industry. 

COMMISSIONER COUVRETTE: So that we can 
sum it up by saying the price of beet sugar is 
influenced by the price of cane sugar, but it 
is not the other way around? 

MR. HETHERINGTON: That is right, in so 
far as Canada is concerned. 

COMMISSIONER KIDD: Why is it necessary 
to maintain a somewhat lower price for beet sugar 
than cane sugar? 

MR. HETHERINGTON: Well, two things, 
I think, are true: First of all, the case of value. 
The costs of production of beet sugar are much 
higher than that of cane sugar, and therefore 
the endeavour to market on a national production 
in a minimum area -- not exactly minimum, but one 
in which we can obtain a reasonable net return 
without losing too much on the cost of freight 
and sugar. The other thing is a matter of history: 
There has been prejudice against beet sugar, 
and possibly quite rightly justified up until 
about 30 years ago. At one time the refining 


techniques in the beet sugar industry were not up 
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to the standards of those in the cane sugar industry. 


However, that has long since been correct, and 


beet sugar is just as high in purity -- identical 
with cane sugar. However, prejudice does linger 
on, and throughout Canada and the United States 
it is one of the major reasons why the beet sugar 
industry still applies the differential on cane 
prices to get the business. A lot of people will 
buy on price, even if they doubt the quality. 
COMMISSIONER KIDD: You say that under 
the current contract the growers receive a maximum 
of 63 per cent of the net return on the sale of 


sugar. First of all, what is the difference between 


net return and net price? 

MR. HETHERINGTON: Net price is the gross 
selling price less the standard discount -- 1 per 
cent for cash, 15 days, at the present time. 

The net return is the difference between the net 
price and the cost of producing sugar in 100-pound 
bags at the factory. There are certain selling 


expenses which are, by agreement with the growers, 


shared by the growers and the company. We call 
them the beet sugar selling expenses. They normally 
take in items such as packaging, freight on sugar, 
insurance, and some shipping and handling charges. 
COMMISSIONER KIDD: If 63 per cent is 
the maximum, what is the minimum? 
MR. HETHERINGTON: I believe it is about 
58 per cent at the moment. I really don't recall 


phat figure.. The possibilities of reaching that 
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now at the moment are very unlikely. 

COMMISSIONER KIDD: How could it come 
down to 58 per cent? 

MR. HETHERINGTON: It could only come 
down if there was a disaster in the world market 
prices for raw cane sugar. It has happened, 
historically. There have been tremendous 
fluctuations in the price of raw cane sugar. 

COMMISSIONER KIDD: And these things are 
written into your contracts with the producers? 

MR. HETHERINGTON: Yes,the lower end of 
tie gcaie 18 there. 

COMMISSIONER KIDD: These things are 
negotiated, and I was thinking it may be interesting 
to examine a contract and talk about it, but how 
are the figures established -- the maximums and 


the minimums? 
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MR. HETHERINGTON: Well, I suppose the answer 


to that is by negotiation. 


COMMISSIONER KIDD: I was thinking more of 


what are the factors that establish a maximum and a 
minimum, 

MR. HETHERINGTON: Well, it is very similar 
to a labour contract. You might say the company's 
ability to pay in some respects is one, the comparison 
with what other sugar companies are paying. 

COMMISSIONER KIDD: Some people would disagre 
with you that the ability to pay should be a factor, 

MR. HETHERINGTON: That is quite true. Et 
is very difficult just to point out all the factors 
which come into it. 

THE CHAIRMAN: Perhaps you might ask it this 
way, Mr. Kidd. The percentage has gone up this last 
year? 

MR. HETHERINGTON: Right. 

THE CHAIRMAN: In your negotiations what 


factors might be said to result in an increase? 


instance, if you look at last year you would find that 
we extended the scale one step. In other words, I be- 
lieve it was we paid previously 62% per cent at $8.25 
net return and last year it was extended to 63 per 
cent at $8.50 net return. In other words, we felt 
that if the price increased another 25 cents we would 
be able to pay the growers an extra half per cent on 


the proportion. 


| 
MR. HETHERINGTON: Well, I think, for 
Each year, of course, is a separate set of 
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circumstances. And again ability of the company to 


pay, or the ability to earn profits at certain levels 


and circumstances of the industry as a whole, 


COMMISSIONER KIDD: These calculations are 
all worked out and written into your contract with the 
producers. Is there any restriction on the amount of 
sugar beets that the company will buy in a given year? 

MR. HETHERINGTON: Yes. The company con- 
trols the number of acres which are planted to sugar 
beets. 

COMMISSIONER KIDD: That is contract farming? 

MR. HETHERINGTON: That is contract farming. 
Each farmer signs -- each grower signs a contract for a 
certain number of acres. Quite obviously if we just 
threw it wide open we might, for instance, in one year 
get two or three times as many beets as our factory 
could process and the next year we might only have half, 
but I would like to say it has to be controlled. I 
might say we work it out in acres, what we consider 
we can sell, what we can process, and in both of 
these phases the growers are consulted. 

COMMISSIONER KIDD: I was thinking if it 
was done that way it might have quite an influence on 
price either way? 

MR. HETHERINGTON: No. The success or 
failure of a crop does not necessarily influence the 
price of sugar in Canada. The influence on price 
comes from outside Canada. 

COMMISSIONER WALTON: On this international 


agreement that you say more countries are coming in now, 
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is that an endeavour to stabilize prices and avoid 
these peaks and depressions? 

MR. HETHERINGTON: Yes, 

COMMISSIONER WALTON: Would you foresee the 
possibility they might be stabilizing the price higher 
and that this might in turn have an effect on your 
negotiations if it was stabilized at a higher price? 

MR, HETHERINGTON: Are you speaking of the 
local producer? 

COMMISSIONER WALTON: Yes, the sugar beet 
producer in Canada, if the sugar prices are stabilized 
at a higher level than is foreseen. You say it is the 
cane sugar price that influences the beet prices in 
Canada, Well, then, is it not quite likely that your 
producers, if they benefit from this higher price, 
would not be increasing the level? 

MR. HETHERINGTON: I think the realities of 
the situation are it is very unlikely, at least in the 
visible future, that the world price of sugar will be 
stabilized at any level which might be termed high. 
The potential production of cane sugar in the world is 
enormous whether it is produced or not. Ttsciik 
hangs over the market, so I doubt it would go up. 

The only other way, for instance, in which 
the Canadian production could be a factor would be if 
there was a government policy of quotas or something 
similar to the United States. The United States has 
a very detailed system and they have practically a 
quota of the market reserved for the beet sugar indus- 


try at protected price levels. 
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COMMISSIONER DRUMMOND: With regard to this 
annual contract that you mentioned on page 4, which is 
made between your company's representatives and the 
producer's: representatives, is that a voluntary agree- 
ment or is it under provincial legislation? 

MRK. HETHERINGTON: No, that is done quite 
independently. I took that question of the interven- 
tion of the provincial Minister of Agriculture out be- 
cause previous to 1955, and including 1955, the type 
of contract had a number of deficiencies that was 
very complex, It was deperdent on a number of factors 
which the growers could not understand; 
and so on, 

The relationship between the price of sugar 
and the price of beets was somewhat obscure although 
it was in general based on the principle of relating 
the price of suzsar to the price of beets. However, 
it was a very controversial issue and I might say when 
I went to the Manitoba Sugar Company in 1955, one of 
the basic problems to be solved immediately was to 
improve the grower-company relationship, and that was 
basically on the contract, the dollars and cents re- 
lationship between the company and the growers. 

COMMISE LONER DRUMMOND: 1 think you have 
stated both in your brief and in the discussion that 
the practice is that you relate the price of sugar 
beets to the price of sugar as quoted generally and 
that a further practice is that you relate the price 
of sugar beets to the price of cane sugar. Is that 
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MR. HETHERINGTON: The price of beet sugar 
to the price of can sugar, yes. 

COMMISSIONER DRUMMOND: Would it be fair to 
say that the price of cane sugar is the thing which 
some how or other has to be determined before these other 
things can be worked out? 

MR. HETHERINGTON: That is quite true. I 
would think we always follow the market. we do not 
lead it. We are not in a position to lead it. We 
eanine make a market price. That is inherent in the 
pricing system, 

COMMISSIONER DRUMMOND: In 1949 your producer 
received 54.9 per cent and last year, 1957, he received 
62 per cent, Could you state in a summary sort of way 
the real reasons for the increase in that percentage 
over that period? 

MR. HETHERINGTON: Well, I think very pos- 
sibly the principal reason is that as the company im- 
proved its efficiency and improved its volume it was 
in a better position to pay more to the grower. That 
is basically the key to the whole advance in price. 
Obviously they had to rise up to a level and stabilize 
at some point. Whether that has been achieved or not 
as yet, we don't know. The growers probably have other 
ideas, 

COMMISSIONER DRUMMOND: fpeaking of your volume, 
how many days per year is your plant capable of operating 

MR. HETHERINGTON: Processing normally is 
carried out over a period of three months or one hundred 


days. The rest of the year, of course, is taken up in 
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maintenance, shipping, packaging and so forth. 
| COMMISSIONER DRUMMOND: Has the actual pro- 
cessing period lengthened significantly? 

MR. HETHERINGTON: No, it has noc lengthened 
Significantly. We run pretty well oon a maximum for 
our climate now, at 100 days. It has gone, I believe, 
to 118 days but the losses in the very severe weather 
practically do not make it worth operating the plant 
during these very severe periods of freezing weather. 

COMMISSIONER DRUMMOND: On the sale of your 
processed products, I think you mentioned roughly half 
was sold in 100-pound bags? 

MR. HETHERINGTON: That is right. 

COMMISSIONER DRUMMOND: And the. other half 
in smaller packages? 

MR, HETHERINGTON: Yes. 

COMMISSIONER DRUMMOND: To what sort of buyers 
do you sell, all sorts? 

MR. HETHERINGTON: Yes, we sell to wholesalers 
chain stores, manufacturers, pretty well the whole gamut 
of sugar buyers. 

COMMISSIONER FRUMMOND: Would most of these 
sales be on a direct basis? What sort of sales force 
have you got yourselves? 

MR. HETHERINGTON: Well, we have a sales 
manager and a salesman, sales clerk, and we have a 
broker in Saskatchewan with various facilities, 

COMMISSIONER DRUMMOND: Your total sales 
territory would be what? 


MR. HETHERINGTON: Sales territory? 
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COMMISSIONER DRUMMOND: Yes. 

MR. HETHERINGTON: We sell into approximate- 
ly half of eastern -- the eastern half of Saskatchewan, 
all over Manitoba and a little bit into Western Ontario. 

COMMISSIONER DRUMMOND: Has there been any 
change whatever in the number of package sizes during 
the period the company has been operating? 

MR. HETHERINGTON: Nell, I am not too sure 
that there have been significant changes in the number 
of packages. I think one thing that since 1949, 
as the company has increased its business, it has got 
more into the packaging business because it is selling 
a larger volume directly to the householder. Itjiis 
possible this percentage of volume was higher to the 
manufacturer in 1949 than it is now -- the percentage 
to total volume -- so that no doubt means more packaging. 

COMMISSIONER DRUMMOND: This would be five- 
pound packages and ten-pound packages? 

MR. HETHERINGTON: Twos, fives, tens, twenty- 
fives, one hundreds and bigger. That is pretty well 
the gamut of fine granulated sugar. 

COMMISSIONER DRUMMOND: So that there has 
been an increase in the actual variety of sizes of 
packages? 

MR. HETHERINGTON: Well, I wouldn't say. I 
don't know offhand, Mr. Drummond, but I would say there 
has been no significant number. Presumably -- I don't 
know. I wasn't there in 1949, unfortunately, but I 
would think in 1949 we would get twos, fives and tens 


at least so they are a demanded package. 
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COMMISSTONER DRUMMOND: Yes, I would have 
thought the fives and tens would have been here from 
the start. { wondered if that period has seen any 
change significantly since, 

MR. HETHERINGTON: No, I think the propor- 
tion of fives and tens that we make up have increased, 

COMMISE LONER DRUMMOND: Suppose you have 
to make up two and threes or something else: what 
causes you to make that decision? Is it a request 
coming from your buyer? 

MR, HETHERINGTON: Yes, The wholesalers, 
of course, let us know very sharply if we cannot supply 
a package as do the chain stores. It is public demand, 
I would say. 

COMMISSIONER DRUMMOND: This is a commodity 
which is entirely pre-packaged before it leaves you any- 
how? 

MR. HETHERINGTON: Yes, You have to have 
some container for it. I think actually that the 
packaging is probably cheaper done by us than it would 


be if we were to ship it in bulk and package it by the 


grocer in graph paper bags. The losses in handling 
would be very large. That was the experience in the 
past. 


COMMISSIONER DRUMMOND: In your last paragrap 
on page 6 you Say: 
“Sugar is selling at a lower price today, 
lower than that which was in effect ten years 
ago.” 


What is the basic reason for that lower retail price? 
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Is that the supply situation in Cuba? 

MR. HETHERINGTON: It is entirely the 
Situation of the world market; the exact causes I do 
not know in detail, but nevertheless I would think 
offhand the potential production in the world or the 
potential for production in the world has probably a 
depressing effect, more depressing now than it was in 
1949, 

I think there was a short period there after 
the war in the world which came from the effect of the 
war. For instance, Indonesia and Java were previous 
to the war very large suppliers and they were pretty 
well knocked out, as was the Philippines so there was 
a tendency for a slightly higher level after the war 
for a steady period up until Korea, and afterwards at 
that time the potential for production has increased 
tremendously. 

COMMISSIONER DRUMMOND: If the retail price 
has been trending dowward but in spite of that the per- 
centage of consumer dollars going to the producer has 
been rising, what is the real significance of that. 

It does not necessarily mean that the producer is 
actually getting more dollars per ton, even though he 

is getting a larger percentage of the consumer's dollar, 
does it? 

MR. HETHERINGTON: I don't follow that, I 
am sorry. 

COMMISSIONER DRUMMOND: The producer is to- 
day getting a larger percentage and has been getting a 


larger percentage of the consumer's dollar? 
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MR. HETHERINGTON: Yes. 

COMMISSIONER DRUMMOND: But you also say in 
the first paragraph of page 6 that the consumer's dol- 
lar itself has been getting smaller. Is that right? 

MR. HETHERINGTON: Consumer-s dollar -- do 
you mean --- 

COMMISSIONER DikUMMOND: I should not say it 
that way. The consumer's price? 

MR, HETHERINGTON: Yes, 

COMMISSIONER DRUMMOND: The retail price 
has been getting lower? 

MR. HETHERINGTON: Well, that is very diffi- 
qilt to answer for the simple reason that there are 
quite a number of technical factors, For instance, 
there is no such ching as a typical sugar crop and 
that is one of the things that had me buffaloed in 
trying to establish some figures here. We had to 
take a typical sugar crop and typical sugar purity 
and you have to make several other assumptions, but I 
think if you take a standard set of assumptions you 
would find that, assuming an identical crop . each 
year, that the price per ton is definitely improving 


even if the price for sugar has been static. 
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COMMISSIONER WALTON: Some seasons you 
are able to extract better quality or more from a 
sugar crop? 

MR. HETHERINGTON: Yes, there is a wide 
variation, it could be as low as 235 pounds per 
ton, and as high as 285, and of course you may have 
variable features in there. 

COMMISSIONER DRUMMOND: There is one 
other question, this is a non-perishable crop once 
it is refined? 

MR. HEATHERINGTON: In general that is 
true. 

COMMISSIONER DRUMMOND: Do you have to 
carry very much over from year to year, or do you 
manage to unload everything? 

MR. HETHERINGTON: Well, we try to 
contract enough acreage to give us on an average 
crop basis the production that we consider we 
require for our market plus 10 per cent which will 
take care of either a carry over in the following 
year, or take over some of the items of nature. 

We can double that 10 per cent, and carry. it over. 
We have no control over it, of course. 

COMMISSIONER WALTON: You do not import 
any cane sugar yourself to carry on the manufacturing? 

MR. HETHERINGTON: No, it was attempted 
one year in Manitoba, but technically the plants 
are quite different in many respects, and it was 
quite a financial flop. They had quite some 


difficulty in disposing of the low grade refinery, 
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they could not turn out an acceptable grade table 
sugar with the equipment they had. 

THE CHAIRMAN: You have established that 
what we might call the processor's spread has 
decreased and you suggested the two factors being 
responsible for this, one Dr. Drummond has pointed 
out, and you also referred to increased efficiency. 
Have there been major changes in the techniques 
in sugar processing in the last few years? 

MR. HEATHERINGTON: I do not think there 
has been anything that has been what you call 
major in the line of techniques. However, there 
are a lot of small things that can be done to 
improve the efficiency, for instance, labour 
saving devices are one of the important ones, 
and materials, and there are a number of smaller 
ones which will improve the extraction of sugar 
from the beets. Actually in my experience since 
1955 I consider that the average figure of 253 
pounds of sugar that we used in setting up this 
table is very conservative. We would consider 
now we can extract 260 or 262 pounds from beets 
of that quality, and in actual fact it has 
worked out that since 1955 it is considerably 
more than the amount shown on that table. The 
efficiency is largely technique efficiency, of 
course, in the extraction of sugar from the beets, 
and I think that has improved considerably since 
1949. 

THE CHAIRMAN: You have referred to the 
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pricing procedures, the fact of the price at which 
you sell in Montreal or Vancouver, plus freight 
less 20: cents? 

MR. HETHERINGTON: That is right. 

THE CHAIRMAN: Have you established a 
commercial area in Manitoba, Western Ontario and 
about half of Saskatchewan? 

MR. HETHERINGTON: Yes. 

THE CHATRMAN: Is there any cane sugar 
pold in this area? 

MR. HEHTERINGTON: Yes, there is a 


certain amount of cane sugar sold now. 
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THE CHAIRMAN: I think I had better repeat 
my lead in to the last question I was asking of you, 
referring to the pricing procedures, and your statement 
that your price is Montreal or Vancouver plus freight 
less this 20 cents, and I then asked the question, is 
there any cane sugar sold in your market area which ex- 
tends from sometimes in Western Ontario to about the 
middle of Saskatchewan, and you said there was? 

MR. HETHERINGTON: Yes. 

THE CHATRMAN: Would you carry on? 

MR. HETHERINGTON: First of all, approximate- 
ly 12 per cent of the total sugar requirements are cane 
sugar products. There are certain by-products: brown 
sugar, yellow sugar, syrup, and so on, which are not 
products of the beet sugar industry. So, basically, 
12% per cent goes to the cane sugar industry to start 
with, and in addition to that there are a certain number 
of people who hold out for cane sugar. There is one 
other type of sugar that our industry is not warranted 
in going into, and that is cube sugar. They are a 
high cost product and very low volume, which does not 
justify too many companies going into it. Certainly, 
it would not be profitable for us to do it. But, asid 
from that, there is a certain amount goes into some 
manufacturers, and we are fighting it all the time. 

Our sales effort is constantly 

directed to getting more of the sugar market. However 
we have made it the policy in ovr company to supply a 
complete sugar service, and we even have had to buy 


some cane sugar to supply a few customers when they 
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insist on cane sugar. The reason for that, of course, 
is that a potential customer may want a limited amount 
of cane sugar, but to make up a carload, or ten thousand 
pounds, we would give him the preference, or whatever it 
may be, of the cane sugar and make up the balance with 
beet sugar. It is still increasing our beet sugar 
volume. 

THE CHAIRMAN: Is it required that the 
package indicate whether it is cane sugar or beet sugar? 

MR. HETHERINGTON: I don't think under the 
law there is any requirement to say so, and it is my 
experience, or my observation, that the beet sugar 
people just put ‘Pure Sugar’’, and the cane sugar 
people put "Pure Cane Sugar". 

THE CHAIRMAN: Is it a fair deduction from 
what you have said that the buyer of sugar, let us say 
the retail outlet, does, in fact, buy his beet sugar 
at 20 cents less than he pays for his granulated cane 
sugar? 

MR. HETHERINGTON: Well, of course, we can't 
give you anything too authoritative, but by my own 
personal observation I would say that in general the 
wholesalers can pass the 20 cents on to their retailers, 
and from there on it is up to them whether they price 
it at the same price as cane or lower. There are 
examples of both. 

COMMISSIONER DRUMMOND: This preference 
for cane sugar -- the preference of some people for 
cane rather than beet: would you call it a prejudice? 


MR. HETHEKINGTON: Yes,1 would consider it 
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an unwarranted prejudice, 

COMMISSIONER DRUMMOND: Is it gradually dis- 
PoP eananss 

MR. HETHERINGTON: It is, very much so, Pos- 


sibly one of the biggest incentives was the war when 
people had no choice and distribution was fixed by the 
Government, and people found beet sugar did the job for 
them. 

COMMISSIONER DRUMMOND: Is it possible that 
in some parts of the country there are consumers who 
have a definite preference for beet sugar over the cane 
sugar? 

MR. HETHERINGTON: It actually does happen. 
It particularly happens with new Canadians -- Canadians 


from the middle of Europe who have never seen anything 


but beet sugar in their lives, and they automatically, 
when they think of sugar, think of it from beets. 

COMMISSIONER DRUMMOND: This contract you 
have with the producers, you have stated, I think, 
earlier that you limit the acreage they can put into 
beets: is that the only limit on production -- the 
amount per acre? 

MR, HETHERINGTON: No, the amount per acre is 
pretty well up to the ability of the farmer and nature. 
We work on the basis of averages, and knowing something 
of the agricultural ability of each farmer to arrive 
at an estimated gross production. 

COMMISSIONER DRUMMOND: If the yield per 
acre showed a pronounced tendency to rise as time went 


on, would that automatically result in a reduction in 
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the number of acres you would permit in the contract? 


MR, HETHERINGTON: There is the counter- 


balancing feature of the increase in market, and our 
production has increased very considerably. I think 
it is almost a 50 per cent increase since 1954, SO, 
our acreage has tended to expand. I think it is 
possible the growers have tended to become more ef- 
ficient growers. 

COMMISE LONER DRUMMOND: Would you say 
your plant itself is operating roughly at capacity 
now? 

MR. HETHERINGTON: Meso Nt Gist LG-cxté. not 
at 100 per cent, but it is getting very close to it, 
where, in the visible future, we would have to con- 
sider major capital investments, possibly, for ex- 


pansion, That is some time away yet, but it will 


come, I am sure. 

COMMISSIONER DRUMMOND: With the gradual 
increase in the percentage of capacity -- in other 
words, increase in your volume, has it had a substan- 


tial effect on reducing your per unit cost? 


MR. HETHERINGTON: I would say that, as a 
very general statement, the improvement in volume has 
helped us to keep up with other increases in costs -- 
materials and labour, and so on. 

COMMISSIONER DRUMMOND: And to offset them? 

MR, HETHERINGTON: Yes. 

COMMISSIONER COUVRETTE: Are you producing 
all year long? 


MR. HETHERINGTON: No, our processing season 
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is approximately three months. 

THE CHAIRMAN: That has probably to do with 
the storage of beets? 

Mk. HETHERINGTON: Yes, If you have to 
carry your beets too long, they will deteriorate in 
storage; and, of course, if they are frozen stiff in 
the middle of January they become very difficult to 
process, and it slows your capacity down to a level 
where it is no longer economical to continue, 

COMMISSIONER COUVRETTE: what do you mean 
by full capacity production? 

MR, HETHERINGTON: we have had to break 
our maximum capacity level on the basis of a 100-day 
operation, which we think is the maximum operation 
that you can operate successfully. 

THE CHAIRMAN: In the last ten years or so 
there has been a considerable change in the structure 
of the retail distribution activities, particularly 
the growth of the supermarket chain stores: in what 
ways have you had to adjust your own functions to 
meet this change? 

MR. HETHERINGTON: I think possibly the big 
feature is the position of the retail man in the trade. 
We have had to improve our advertising -- increase our 
advertising. It is not arriving at any significant 
figure as a cost. I believe we have spent approxi- 
mately $25,000 last year: on advertising. However, 
it is very possible that there will be a tendency to 
try and increase the demand for your particular pro- 


duct as a competitive feature. I don't think it 
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has any significant effect on the total consumption of 

2 sugar. It is very stable, historically, but our 
efforts, of course, are strictly competitive to sell 
more of our sugar rather than, say, some eastern cane 
sugars, which is our major competition. 

THE CHAIRMAN: On this advertising, do 
you mean that previously -- did you sell to the whole- 
salers and the wholesaler then distribute to the re- 
tailer, and did they do the advertising, and now you 
have to do it? 

Ma. HETHERINGTON: No, I think the point 
was that previously the wholesalers had men who went 
around to the retail trade, and if we pushed it through 
our own salesmen to the wholesaler, that they, in 
turn, would have to push our product with the retailer, 

Pend they would do a certain amount of over-the-counter 
advertising, pushing the local product in preference 
to the imported products, or the products from another 
province. 

THE CHAIRMAN: Do you pay advertising allow- 
ances to any of the retail outlets? 

MR. HETHERINGTON: A very small amount, We 
do a certain amount of that on the basis that they 
actually do a certain amount of advertising, for which 
evidence and authority is presented. I think last 
year, as I remember the figure, I believe it is $683 -- 
as I recall; it was a very small amount. 

THE CHAIRMAN: Nhat about quantity allowances: 
is this becoming a more significant factor? 

MR, HETHERINGTON: No, we have no quantity 
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THE CHAIRMAN: Thank you very much indeed; 


we have appreciated this submission. 
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Submission of 


CANADIAN SUGAR FACTORIES LIMITED 
EE 


Appearances: 


Mr. Ian Angus Assistant General 
Manager 


THE CHAIRMAN: The next brief is on 
behalf of the Canadian Sugar Factories Limited, 
which will be presented by Mr. Ian Angus, the 
assistant general manager. Will you just proceed, 
Mr. Angus, please? 

MR. ANGUS: Mr. Chairman, and members of 
the Royal Commission on Price Spreads. I would 
like to read the brief of the Canadian Sugar 
Factories Limited of Raymond, Alberta. 

The primary producer, in this case the 
beet sugar grower of Western Canada operates 
under a unique growing contract with the Canadian 
Sugar Factories Limited. The primary producer 
shares with the Company in the net return for 
sugar. Over a period of the last 33 years a 
mutually agreeable annual contract has been ne- 
gotiated, so that today the beet grower receives 
63 per cent of the net return for sugar and the 
company 37 per cent. The net return for molasses 
is split equally. An advantageous supply and 


cost of beet by-products to the growers fosters 
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the large livestock industry. In fact the fer- 
tility of irrigated farms, cultural and rotational 
practices, cattle feeding industry, are all bound 
up with the beet contract as the focal point. 

A careful study of all beet growing con- 
tracts in the North American continent, covering the 
period 1952-56 inclusive reveals that the Canadian 
Sugar Factories Limited paid more to the primary 
producer per ton of beets than any other pro- 
cessor in the United States or Canada. 

Beet sugar produced in Canada during the 
war was welcomed by the Sugar Administration 
because submarine sinkings seriously affected 
Canada's raw cane sugar imports. From 1941 to 1947 
inclusive Western Canadian beet sugar was requisitione 
by the Administration to make up shortages in 
the Ontario market. The Canadian Sugar Factories 
Limited and the farmers of Southern Alberta, 
working together under a co-operative growing 
contract were able to increase production and meet 
this unprecedented demand in spite of the many 
problems involved. 

At the same time the primary producer 
and processor, working together in partnership 
must compete pricewise in a highly competitive 
world price market, for the consumer's dollar. It 
is remarkable that the highly efficient Western 
Canadian beet sugar industry has been able to 
compete and continues to compete against the sugars 


grown in tropical areas where production of sugar 
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| per acre is several times more than that in Canada 


and labour is extremely cheap. Beet sugar in 
Western Canada is always sold by the Company 
at the same or a lower price than cane sugar, so 
that the very existance of the industry generally 
results in cheaper sugar for the Canadian consumer. 

In 1958 the Federal Government instituted 
a price support scheme for the growing of sugar 
beets. This program is of no assistance financially 
to Canadian Sugar Factories Limited, but all benefits 
acrue to the beet grower. In taking this action, 
the Federal Government undoubtedly recognized 
that the Company had over the years increased the 
benefits in its beet growing contract to the point 
where it could go no further. 

In summary the Canadian Sugar Factories 
Limited beet growing contract is most favourable 
and generous. At the same time the Western 
Canadian consumer is receiving the finest quality 
sugar at competitive prices. 

THE CHAIRMAN: I hope you will not be 
too disappointed if we do not have too many questions 
following our very interesting discussion with 
Mr. Hetherington. I am sure there will be some. 

Dr. Drummond, would you start, please? 


COMMISSIONER DRUMMOND: Perhaps first of 


to the number of plants you have out there now. 
MR. ANGUS: Mr. Drummond, we have three 


all you could give us a little detail in regard 
| plants in the irrigated district of Southern Alberta an 
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those plants receive beets from 40,000 acres of 
irrigated land that are all generally equal distant 
from the city of Lethbridge. The original factory 
is south of Lethbridge almost about to the American 
border, about 30 miles -- 

COMMISSIONER DRUMMOND: Raymond. 

MR. ANGUS: Raymond and then if you swing 
off to Lethbridge, and go north-west for about 
the same distance our second factory, built in 
1935 is in Burdette, and then coming back to Leth- 
bridge and going down perhaps somewhat slightly 
to the east about 50 miles, our third factory 
came into production in 1950 at Taber. 

COMMISSIONER DRUMMOND: 1950. 

MR. ANGUS: Yes. 

COMMISSIONER DRUMMOND: On what basis was 
it considered feasible to increase the number of 
plants? What were the factors that gave rise 
to this decision? 

MR. ANGUS: The main factors were, first 
of all, an increase in the population, and as our 
original factory, which we had expanded as much 
as it could be expanded, came up to the maximum 
number of days, which in our case would be 115 
days of an operating period, after that the sugar 
content and purity of the beets drops off very 
badly, and it is not an economical run after that 
period, and also we are confronted with -- 
even if we are in the Chinook belt - we are confronted 


with a period of freezing, and we get these periods -- 
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well, we have in the past years -- we have had to 
dynamite beets out of the railroad cars and things 
like that, which is not a good way to handle 

a product like beets. 

COMMISSIONER DRUMMOND: Hard on the beets. 

MR. ANGUS: Very hard on the sugar, 
and product and so on, We get up to a maximum 
production, and then we were forced, due to 
pressure from the primary producers, I might say, 
to build a second factory which then reduced our 
running period down, which ve watched over, and 
it has come up again to top market. 

Then with further distribution, we have 
been forced to build a third, and now we had a dow 
period, running under capacity that third factory. 
We hope with the growth of population that we 
foresee in our marketing areas that will allow 
us to bring the three factories production up 
to top run. 

COMMISSIONER DRUMMOND: Each additional 
factory, to a degree, of course, is built in 
anticipation of the future. 

MRL ANGUS: Correct; sir. 

COMMISSIONER DRUMMOND: That would account 
for the 1950 factory, the third factory, being 
operated at less than capacity at the moment’ 

MR. ANGUS: That is correct, sir. in 
fact it has brought the three of them down to 
run them economically from a labour point of view. 


We have to run them for less time, which is a 
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difficulty at the present time. 

COMMISSIONER DRUMMOND: To what extent 
is the actual marketing area broadened during the 
entire operation since you started operating? 

MR. ANGUS: In bodies? 

COMMISSIONER DRUMMOND: I am thinking of 
actual distances. 

MR. ANGUS: Well, we have always sold in 
Alberta, Saskatchewan and the Manitoba market, and 
this is a difficult question for me to answer, 
except that sugar is not a luxury. It is now a 
necessity of life. It 1s the cheapest high energy 
food there is. 

As a rule of thumb we assume that a 
person -- even those who think they are not eating 
Sugar with their diets, take in, assuming different 
forms such as soft drinks or ice cream of whatever 
way it is. We assume as a rule of thumb that 
every person consumes 100 pounds of sugar a year. 
It depends a lot on whether they are in a manu- 
facturing area. That is a sort of rule of thumb, 
meaning to say that every addition of population 
increases your production, and we, of course, 
have had a very big increase in population in 
Alberta, and that to us has been our saving point 
because over the years our costs have gone up like 
every other business. Our wages -- overall 
wages have increased by 60 per cent in this period. 
You have asked that information in the Commission's 


questionnaire. I would expect our union wages 
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have gone up 100 per cent, and material have gone 
up and the lifesaver to us has been the growth of 
Calgary and Edmonton and places of that type. 

COMMISSIONER DRUMMOND: Do you not sell 
any in BB. Cet 

MR. ANGUS: No, we don't, sir. 

COMMISSIONER DRUMMOND: Where do they 
get their supplies, is it cane? 

MR. ANGUS: Cane. 

COMMISSIONER DRUMMOND: Come by water? 

MR. ANGUS: I would just like to give you 
a little explanation about that. Vith this recent 
strike in British Columbia we were prepared to 
ship into British Columbia, but you see, the price 
builds up from the coast, as you will clearly 
understand from the previous explanation, and if 
we were to try to competitively ship into Ontario, 
we cannot do it as far as the freight side is 
concerned, or the price reduced from our factories 
to B.C. or into Ontario, and in this case the 
administration bought our sugar, and they took it 
into Ontario during the war. 

Without a price build-up we cannot sell 
in Vancouver, because the price is too low, although 
we were from a necessity point of view going to 
put some in there to keep them going during the 
strike a few weeks ago, but it was settled. 

COMMISSIONER DRUMMOND: In connection 
with that particular beet experience and the wartime 


experience that you have mentioned here, you were 
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able to help out the government in that way, but 
you had considerable difficulty in doing it? 

MR. ANGUS: Yes sir. 

COMMISSIONER DRUMMOND: Why was that? 

MR. ANGUS: In those days there was a lot 
of labour involved to increase that production. 
Methods had to be used to obtain labour. For instance, 
there was a prisoner of war camp in Lethbridge. 

We used, with the sanction of the government and I 
guess the sanction of the prisoners themselves 

a lot of Germans and enemies to our country to 
assist in that period to provide labour. 

Of course, that picture has changed very 
much. For instance, this year we have just finished 
taking off our tonnage. We have had a fantastic 
period of growth during the last year, and I would 
say 97 per cent of our beets, which this year produced 
about 600,000 tons of beets, 97 per cent of them 
were harvested by machines. 

COMMISSIONER DRUMMOND: This wartime labour, 
that was labour on the farms? 

MR. ANGUS: Yes. 

COMMISSIONER DRUMMOND: Not in the plants? 

MR. ANGUS: Just on the farms. 

COMMISSIONER DRUMMOND: Was there any bottle 
neck in the plants at that time? 

MR. ANGUS: There were lots of problems 
because we had to use inexperienced women which we 
do not use today. 


COMMISSIONER DRUMMOND: I think you have 
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suggested that you substituted machines for men and 


women in the plants considerably? 


MR. ANGUS: That is correct, sir. 
COMMISSIONER DRUMMOND: What would your 
present number of employees be, roughly? 
MR. ANGUS: During the operating 
period about 1,200 people. 


COMMISSIONER DRUMMOND: During the rest 


of the year? 

MR. ANGUS: I would think about 225 for 
the three factories. 

COMMISSIONER DRUMMOND: Does the fact that 
you have three factories rather than one permit 
you to reduce any of your costs? 

MR. ANGUS: I would expect overhead costs 
mainly and administration costs. 

COMMISSIONER DRUMMOND: That would be a 
Significant item on the total, would it not? 

MR. ANGUS: I think it would be, sir. 

THE CHAIRMAN: Is there any limitation 
in terms of the potential irrigated areas around 
your plants? 

MR. ANGUS: No sir. You see, our crop 
is the major cash crop of the irrigated area. The 
farm has to grow beets because the beets are tied 
in in such a circle with his operation. As I 


said here that beet contract has things that you 


Under the annual contract we negotiate 


do not see, in the contract are not noticeable. 
| with the beet grower, through having beets he 
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buys -- although he shares in the net income on the 
molasses and pulp, he buys things for use of cattle 
feed at very much reduced prices. We have figures 

for last year which show that our industries subsidized 
the cattle feeding industry of southern Alberta 

to the tune last year of a quarter of a million 

dollars on price alone, nothing to do with the 

contract price. 

The beet grower buys his molasses and pulp 
for feed-lot feeding. Many people will take the 
cautple im, So many of today's growers have 
little feed lots where they feed them in the 
freezing seasons. 

Of course, our pulp is an outstanding 
food for cattle feeding, and for increasing weight 
at very low cost to them, so that is one of the 
benefits and naturally with these sort of feeds, 
it aid not accrue in the contract. 

We have a tremendous demand for people 
to grow beets. You asked specifically is there 
any limitation of acreage. We, this year, for 
the first time have gone further east from the 
Taber factory into the Bay Island and Burdette 
area of the irrigated area and into those areas 
where they had really no crop to grow, being a high 
cost and high income crop, and in either one of 
those areas, Burdette or Bay Island, we have just 
started the thing now, and you are able to support 
another beet sugar factory. 


COMMISSIONER DRUMMOND: You mentioned when 
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you opened your third plant that the other two plants 
had been working at 115 days maximum. When you 
opened the third plant you had to cut them all 

back. Does that mean in the other districts you 

cut back your contracts? 

MR. ANGUS: No, we did not cut down our 
contracts. We divided the beets more. We have 
points where they can go either way on the C.P.R. 
railroad, so we have actually increased our contracts. 

COMMISSIONER DRUMMOND: Does the company 
itself undertake to grow any beets? 

MR. ANGUS: We did at one time, sir 
many years ago. It was a dismal failure. 

COMMISSIONER DRUMMOND: You are not anxious 
to get into that activity? 

MR. ANGUS: No sir. 

COMMISSIONER DRUMMOND: No intention of 
it? 

MR. ANGUS: No sir. 

COMMISSIONER DRUMMOND: On the second page 
you say "It is remarkable that the highly efficient 
Western Canadian beet sugar industry has been able 
to compete and continues to compete against the 
sugars grown in tropical areas where production of 
sugar per acre is several times more than that in 
Canada and labour is extremely cheap." - If the yield 
of cane sugar in those other areas is so much greater 
than your beet yield and if the labour is so much 
cheaper, what are the factors which make it possible 


for you to compete? 
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MR. ANGUS: The efficiency of our operation. 

COMMISSIONER DRUMMOND: You are given some 
artificial protection, of course? 

MR. ANGUS: Yes sir. 

COMMISSIONER DRUMMOND: You are also given 
the natural protection of transportation? 

MA.. ANGUS:.. That is.right, sir. 

COMMISSIONER DRUMMOND: In addition to those 
types of protection you say that it is greater ef- 
ficiency of actual operation in your plant? 

MR. ANGUS: May I elaborate on this, please? 

COMMISSIONER DRUMMOND: Yes, please do. 

MR. ANGUS: My former position before coming 
to the beet sugar industry was as administrator 
of a large cane operation in the Dominican Republic 
where we employed 5,000 men, and we produced cane 
sugar for the world markets, and I would almost 
require a volume to tell you the differences in 
experience in operating the two, but I can give you 
some simple sort of basic comparison. 

Specifically to these two: I had personal 
experience in the Dominican Republic just about 
five years ago, and the minimum wage per day was 
a $1.50. That had come up a lot from when I first 
started. When I first started there it was about 
4O cents for 12 hours, and it got down to about 
$1.50 per day. 

Our average wage rate, including fringe 
benefits of our permanent employees in the Canadian 


sugar factories is $2.37 an hour. That is one 
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factor. 

Another factor is that we operated in 
Southern Alberta in a marginal area as far as 
weather is concerned. We have a very short growing 
period. We, this year, have taken off the highest 
average tonnage that we have ever taken off which 
was 15.2 tons per acre. Cane tonnages will run 
anywhere from 50 to 150 pounds per acre. Another 
point is that ocean freight is very cheap on sugar 
especially with modern bulk handling coming from 
the plantation. 

For instance, in Misi op Australia to 
Vancouver, or from Mauritius or Cuba or Jamacia 


to Montreal. It is very cheap down there. 
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So, when I say we compete against an entirely different 
economy out there, and we feel through efficiency and 
through keeping our plants extremely modern and up-to- 
date, through very careful investment of capital for 
improvement, that we can compete with this situation 
even though we have the protection, as you say, of a 
tariff that dates back thirty-five years. 1923 6 
the tariff we operate on -- a very old and non-realis- 
tic tariff as far as we are concerned -- perhaps not 

as far as others are concerned. 

COMMISSIONER DRUMMOND: You operate at a 
maximum of 115 days in Alberta: what would be the length 
of the operation period in these other areas you are 
speaking of? 

MR. ANGUS: Well, I heard Mr, Hetherington 
say 110. 

COMMISSIONER DRUMMOND: No; I was thinking 
of Cuba? 

MR, ANGUS: Well, that is a very good point, 
I will give you an example of our own operations in the 
Dominican Republic, which is very much at the same 
latitude. As soon as the rain has stopped at the end 
of November, we start operating in mid-December, and 
then we run for about six months to the end of June 
until the rain shuts you down again. So, you have 
a much longer operating period. 

COMMISSIONER DRUMMOND: What do these 
people whom you employ for 115 days do in the rest 
of the year? 


MR. ANGUS: Most of them are farmers. Again 
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over a period of years they have become very efficient 
operators, They have become experienced, and have 
been there a long time. The same people come back: 
they have usually finished their crops, and they are 
delighted to come in for the cold months to --- 

COMMISSIONER DRUMMOND: Supplement their 
income? 

MR. ANGUS: Yes. 

COMMISSIONER KIDD: On the question of the 
price-supporting scheme, you say thatall benefits 
accrue to the beet grower. Supposing there were no 
price-support scheme, would this mean you would have 
had to pay higher prices to the beet growers to get the 
beets? 

MR. ANGUS: It is our contention that we can- 
not pay them any more. 

COMMISSIONER KIDD: But if there was no price- 
sipport programme would the price have had to go higher? 

MR. ANGUS: That is a very difficult question 
for me to answer, because we were not consulted at all on 
the price-support scheme. 

COMMISEIONER KIDD: I was wondering if you 
would have received enough beets for processing? 

MR. ANGUS: We have absolutely no problem 
there, In fact, we have on our books at least a thou- 
sand farmers in the area who want to join. 

COMMISSIONER KIDD: If there had been no 
price-support programme, I am wondering if you would 
have received enough beets for your processing? 


MR. ANGUS: Well, we have no problem of 
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receiving beets, 


COMMISSIONER KIDD: Because of the price- 
support programme? 

MR. ANGUS: We get all the tonnage we want. 

COMMISSIONER KIDD: Because of the price- 
support programme? 

Mx. ANGUS: Nothing do with the price 
support. The farmers in that area, to survive, have 
to grow beets, because there are not crops which can 
take the place of beets in that area, Also, the im- 
portance of a beet contract, which does not appear on 
the surface, is terrific, because it ties right in with 
the cattle feeding and rotation on the farm. The per- 
son with a contract -- that contract has to be moved 
each year round the farm. It is a highly fertilized 
crop with chemical fertilizers, and there is a tremen- 
mus residual effect with this application of the Con- 
solidated Mining and Smelting fertilizer from Trail, 
and it also cleans up the farm, So, there are many 
benefits unseen which accrue to the primary producer 
with a contract, and that is why they all want one. 

COMMISSIONER KIDD: If the price-support pro- 
gramme was removed, would you say you would still get 
sufficient beets? 

MR. ANGUS: Yes. 

COMMISSIONER KIDD; Nell, would the price 
decline to the producer, then? 

MR. ANGUS: Well, you see, the price has not 
been low enough this year to support beets. So, I don't 


know whether it will ever be. I made this personal 
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study of all beet contracts on the North American Con- 
tinent and our price has always been the most favourable 
price on the North American Continent. It has not 


slipped to a support level, and one would have to be a 


soothsayer to say whether it is going to slip to that 
level. 

COMMISSIONER KIDD: On this question of the 
competition, I notice that the market has been divided 
up into various areas, Alberta through to part of 
Saskatchewan, and then the other company takes over, 
and then another company takes over, and the price re- 
mains the same across the geographic distances: is this 
because of the freight? Is freight the only factor in 
here? 

MR. ANGUS: No. 

COMMISSIONER KIDD: Does this limit the ex- 
tent of the market -- just the freight? 

MR. ANGUS: No. We compete against the 
price of cane sugar. 

COMMISSIONER KIDD: There again, the factor 


is freight, isn't it? 


MR, ANGUS: The factors that affect that are 
f.o.b. price, say, Cuba -- and that is true with other 
world market sugars -- on the coffee and sugar exchange 
in New York catly. The freight factor affects it 


if there is a change in freight by ship; if there is 
a change in tariff; if there is a change in your cane 
refiner's margin, or in distances -- all these five 
factors would affect our price, up or down. 


COMMISSIONER KIDD: Well, the fact of the 
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matter is, there isn't much cane sugar comes in through 
British Columbia to the other western provinces? 

MR. ANGUS: I think in our case, right off 
the bat, I think ours is about 14 per cent cane comes 
in in products we don't make, which would be special- 
ties, and all beet sugar operations that I know of 
buy their specialties from a cane producer, On top 
of that we get back to this prejudice side: as has 
been said before, the war has helped a lot towards 
pushing over this prejudice against beat sugar and, of 
course, through improvements we are making a better 
product, so that we end up today with exactly the same 
product chemically. Cane and beet are both 99,9 per 
cent sucrosel and so, we end up chemically, basically, 
with the same product, 

COMMISSIONER KIDD: In the areas of the com- 
petition which you have defined, the price of sugar has 
been fairly constant over the past few years, hasn't it? 

MR. ANGUS: No, sir. I will qualify that by 
saying, yes, generally low; but we have had at least two 
crises in there, with the Suez crisis and the Korean war 
-- two high fluctuating periods. 

COMMISSIONER KIDD: Apart from that in'4& ~- 
ten-year period I was under the impression there had 
been quite a degree of stability in the retail price of 
sugar? 

MR. ANGUS: Except for those periods, The 
international agreement has the basis of controlling 
the price between, I think it is $3.15 bottom and $4 


top. It used to be $3.25 to $4.35. This recent 
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one, a couple of weeks ago, that was negotiated has 

as its object to stabilize the industry both as to pro- 
duction and price. So, there is your level, and they 
are doing a fairly good job of it, So, there would be 
your range f.o.b, a mill of cane -- $3.15 to $4, 

COMMISSIONER KIDD: Thinking in terms of 
this stability -- and I am thinking in terms of the 
geographical divisions of a market -- are there any 
other ways of competition except the price factor as 
between your companies and as between cane? It seems 
as though the price factor is fairly constant? 

MR. ANGUS: Well, price is a very important 
one in such a low price volume product that that is un- 
doubtedly one of our major problems. As we don't set 
the price of cane we follow, whether it is east or west--- 

COMMISSIONER KIDD: Well, you say a low-price 
product: you also say you are highly efficient, so I 
assume your efficiencies offset any low price? 

MR. ANGUS: Well, we think they have, in that 
as our costs have gone up we have made tremendous im- 
provements and become more efficient to be able to main- 
tain our position. 

COMMISSIONER KIDD: Could you withstand the 
competition of cane if the protection of tariffs is re- 
moved? 

MR. ANGUS: No, If tariffs were taken, or 
the freights taken, we would be out of business, 

COMMISSIONER DRUMMOND: In view of the domi- 
nating role played by cane in price determination, and 


in view of the large percentage which cane sugars 
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have of the total of the Canadian market, what effect, 
if any, would it have on the retail price of sugar in 
Canada if sugar beets were not grown here at all? 

MR. ANGUS: It would have a tremendous 
effect on the economy of Canada, because may I just 
give you a sort of simple but not exactly correct 


figure of our own operation -- what it means to the 


southern part of the country. First of all, if you 
were just buying cane sugar for our area -- Alberta, 
Saskatchewan and Manitoba -- you would be buying cane 


sugar out of Canada, and all that money would be going 
out to Fiji or Cuba or Mauritius,or wherever it went. 
Under our cooperative operation, which we really hasica 
ly are -- a private cooperative working with the Cana- 
dian farmers -- in this one instance of a small company 
like ours in Southern Alberta, it would mean that 
roughly $9 million in payments to the farmer would 

go; $2 million in freight to the railroads would 

go; that is $11 million. One million in wages that 
we pay would go, which would be $12 million. Supplies 
are bought locally -- large supplies of coal, natural 
gas, lime rock, fertilizer, and I think our fertilizer 
costs $400,000 a year, but that is just a local indus- 
try. We roughly estimate the thing would build up 

to an annual $15 million loss to the area. It is a 
cash crop. Under our contract we pay to the farmer 

-- for instance,just last week we paid the initial 
payment to the producers where we paid them 75 per 

cent of the estimated return we are going to get. 


There is a lot of estimating about it. But, on 
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|November 5th, we paid our growers the final payment on 
last year. On November 6th we paid them the initial 


payment for beets delivered up to October 20th, and that 


is 75 per cent of the estimated for the coming year. 

As we go through the year we will pay them six more 
times. So, in our specific case we paid to the farmers 
of Southern Alberta on November 5th a final payment, 
which was about $250,000, and on November 6th we paid 
them $6 million, which was 600,000 tons, delivered up 

to October 20th, at 75 per cent of the estimated amount 
-- $10 -- $6 million. By that I am trying to show 
you what it means to the primary producer in that area. 

COMMISSIONER DRUMMOND: I fully recognize 
the fact it makes a wide variety and possibly a large 
variety of contributions to the economy in general. 
What I was thinking of there was the actual effect on 
the retail price in view of the terrific world supply 
situation, and it would seem to me that all you would 
have to do was simply to allow a little of that supply 
to reach here and the effect on the retail price would 
be substantially the same? 

MR. ANGUS: Well, if you just take us out of 
being now, our estimate is that the price would be higher 
generally. 

THE CHAIRMAN: You are assuming that the 
tariff would continue? 

MR. ANGUS: That is right. 

THE CHAISMAN: If you did not have the sugar 
beet industry, the tariff would not continue? 


MR. ANGUS: That is correct. When I get 
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back to the payments per ton of beets, and when I say 
we pay more than our contract, I am comparing that with 
what everybody else pays on the Narth American Contin- 
ent, but, in the United States the beet grower is sub- 
sidized $2.50 a ton over and above what companies pay, 
and we pay beyond thac. 

COMMISSIONER DRUMMOND: Incidentally, your 
company operates in the United States, and the parent 
company --- 

MR. ANGUS: Pardon? 

COMMISSIONER DRUMMOND: Your company's head- 
quarters really is in the United States? 

MR. ANGUS: No, sir, we are a fully-owned 
subsidiary of the B.C. Sugar Refining Company in 
Vancouver. 

COMMISSIONER WALTON: Do you have that study 
of the American-Canadian -- you mentioned you had a 
study of the best growing contracts on the North Ameri- 
can Continent covering this period from 1952 to 1956? 

MR. ANGUS: No, but I will be very pleased to 
submit it. I have it in my office, and if the Commis- 
sioners would like to have it, I would be very pleased 
to submit it. 

THE CHAIRMAN: Thank you. 

COMMISSIONER COUVRETTE: Beet sugar can be 
grown in any part of Canada, I believe? 

MR, ANGUS: No, sir. 

COMMISSIONER COUVRETTE: Well, it is being 
grown in Ontario? 


MR. ANGUS: The southern part of Ontario. 
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COMMISSIONER COUVRETTE: In Guebec? 

MR. ANGUS: Yes. 

COMMISSIONER COUVRETTE: In Manitoba, 
Saskatchewan and Alberta? 

MR. ANGUS: Yessir 

COMMISSIONER COUVRETTE: Could it be grown 
also -- well, chat is enough: but, could it be grown in 
the Maritimes? The main thing is, could there be 
enough beet sugar grown in Canada to supply the Canadian 
demand, and eliminate cane sugar -- or, an important | 
part of the demand? 

MR, ANGUS: In the areas where it is grown 
and it is successful, they supply practically the whole 
market, 

COMMISSIONER COUVRETTE: You would not be in 
a position to state if it would be possible? 

MR, ANGUS: Ne have looked into the possibili- 
ty of operating in British Columbia, and in our tests, 
agriculturally, we have done, we could not operate in 
British Columbia. Ne looked at the Fraser Valley and 
places like that, and it is not practical, agriculturally. 
Where we are, the soil types are suitable, We have a 
more or less guaranteed crop, through irrigation of the 
area, and we are also an area where freight protection 
means a great deal to us, and if we didn't have the 
freight and the tariff we would not be in business, 

COMMISSIONER COUVRETTE: If we assume it 
would be possible to grow enough beet sugar to answer 
the Canadian demands, would the mass production of it 


lower the cost at the factory? 
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MR. ANGUS: I doubt very much whether it 
would. There are so many factors that come into it, 
and when you start talking about limiting other people 
putting sugar into Canada, you immediately slap the 
Atlantic Coast fish industry in the face, and you run 
into all those sort of problems which I should pro- 
bably not get into at the present time. But, I cannot 
see the Government telling the Cubans that they cannot 


ship into Canada. 
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COMMISSIONER COUVRETTE: I am not saying 
that the government would ever do it, but I can see 
on my own side of it a lot of farmers in the production 
of beet sugar that are not now. If it could be 
done I am just referring to the question it would 
mean that much more production, mass production 
in the refineries of your Sugar, would it, or would 
it not? 

MR. ANGUS: Well, with the weather 
conditions you can only run a beet Sugar factory 
so long. There is no such thing as running a beet 
Sugar factory -- we say we cannot run over i aye: 
The weather would not let us, and the material 
product we handle reduces in sugar content and purity. 
It starts to smell and get rotten. You just cannot 
get a product to handle after 115 days. 

I don't know whether you have seen any- 
thing of the beet sugar industry, but due to the 
weather we have to rip out 600,000 or 500,000 tons 
of beets between say the last week in September, 
and the beginning of October; pile them in piles 
all over the country because a week later it could 
quite easily become freezing, and they are lost 
and gone. We have to get them out and store 
them, and storage is such a terrific problem. We 
have got very tremendously involved techniques 
set up for handling beets in storage. We know a 
lot about it, but basically the beet sugar factory 
can only run 115 days. 


COMMISSIONER COUVRETTE: Is your answer 
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then to the effect that it would not lower the cost 
at all? I think it was either in your brief or 
the previous one where it was said the Canadian 
beet sugar only meets with 20 per cent of the 


Canadian demand. 


MR. ANGUS: That is right, but in those areas 


they sell it is close to 100 per cent. 

COMMISSIONER COUVRETTE: Yes, all right. 
But if we are assuming they can be produced in a 
lot of areas, and probably the plants can be at 
least doubled or tripled in capacity -- that is my 
qiestion -- would any plant doubled or tripled in 
capacity be able to produce a lower cost in your 
sugar? 

MR. ANGUS: That is a very difficult 
question for me to answer. I don't know. 

COMMISSIONER COUVRETTE: Is it possible 
or would it be possible? 

MR. ANGUS: Would it be possible, for 
instance, in our own case to increase our production? 

COMMISSIONER COUVRETTE: We are just 
assuming a situation there. If much more beet 
Sugar was produced in Canada, enough to supply 
nearly all of the Canadian needs, could it lower 
prices and lower enough to supply the Canadian 
demand, and at a lower price that would eliminate 
the import and excise taxes and subsidies? 

MR. ANGUS: Well, I will have to answer 
from our point of view. From our point of view 


the way we are constituted, we could not ship into 
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these areas to eliminate cane because we could not 
compete and pay the freight, so we could not do it. 

The areas about which you speak -- I 
don't know all of the agricultural areas in Canada, 
but I know an awful lot of them, and the area would 
not support beets. You say we are growing beets 
in Quebec. I don't think they have been successful 
in Quebec agriculturally. That has been very 
questionable, and they were not too successful in 
southern Ontario. They are coming back, I under- 
stand. I would say it is very questionable whether 
it would be successful. 

Where we are in southern Alberta, agriculturally 
for growing it is a marginal district weather-wise, 
but over the period of years we have brought our 
tonnage up through research, through seed develop- 
ment, through all these things in our research 
department, we have brought the average tonnage 
up from seven tons to 15.2 tons, so to answer this 
is very difficult. 

COMMISSIONER DRUMMOND: Have you raised 
the sugar content? 

MR. ANGUS: No sir, not necessarily. It 
is very hard to know. That is very important 
though. The sugar content is all important. I 
would say "yes, over that many years’, but in the 
last 10 years I would say not necessarily. That 
is what we are always striving to do because we 
have developed our own seed. We used to bring 


our seed from Germany, but we were cut off during 
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the war. Now, we do our own research for that. 
We built in a frost resistant and those sort of 
things in Alberta, Then we propagate the plants 
on a little island in Vancouver, and from there we 
supply most of the seed in Canada. 

COMMISSIONER DRUMMOND: Is the fact that 
the sugar content of Alberta beets is normally 
higher than that of the Ontario beets? 

MR. ANGUS: I think this year they are 
higher than we are. There are so many variances 
that come in. 

I understand from newspaper reports 
that they would run about 17 per cent, and we. have 
been running about 16. We are still operating, 
of “course. 

It varies very much, according to the 
weather. For instance, last year we had a calamitous 
year weather-wise. We were receiving beets, if you coufd 
call them that -- it was hard to recognize them -- 
right up to the last day of operating, due to weather 


conditions. We only extracted about 243 pounds 


per ton of beets. Normally we would extract 280 
pounds, but weather and weather conditions have 
such a bearing upon the agricultural operation. 
THE CHAIRMAN: I think Mr. MacKichan has 
a question. 
COMMISSIONER MacKICHAN: A number of 
my questions have been anticipated, but there is 
one that you may give me a little information on. 
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by redoes teh odd eagle sa 
nem Sesnee atk cies Pasian 
gatsy Spgs orp be sl "aan x ai 
25 latin ied baieeeene et 
beset?) Makai a cc ne wt hai ii 
, rans TRS ait stent q Haus. iit 
Suolennen yh Qe sie abil sane pee ‘ie 
ee. sage od Ge a; Sy eine eas 
haat ts caer mest beagg wrobae bg 
ovpeR cis kigt tage “eae - F Badia! pier BIuGw: gents “tant 
Bae ha Sein UF Popes : ae - 4 OE: ‘Satenly,: cba bania feed 
ga aan sts “bettie: te 


e 


| ers! ai stn {yet HoS5s8 etal Winy, ee br, 


mess vo er ee “ype erie Sy 4 Senet att MOTs oa 
“ ‘ a . eet iat 
“a ays: 7 i P RY 
Tey a a : 
5) NOs: tak eee Gee Loser eee id -otchwaienttiigw nae’ 


aed td eet SE 
N : iw : Lae ' Dm, ti Stee bias 
cpeot: 4eheaoor: oS veel Oni $F Sh Suc maid is 
Sige see We ae 
479 hs: * = ] 


pon hay Ot ob ee aee si 29 yee Jesh see ont iit” sigh 


aa 


: ery BAS pa hes wus Wir. ali. enoty Bhc0D ; 


ay » z 
pe Ie f : ace mee 
Fis 


S dam niwo oy oe poe: Eapecol erage Yin anes” te 


cee 


eines? go" ‘Silage na nigcilbans sad .sictiog,” 


atanmenD rf a oe iotjp ant, OM pike 4 Re 
| | nites Komitee sirekond’ J 1 agi sete 
a ae aie dh ed tedip 
i 2a tush A qeaholeoah =AnOLR REMMI: : 
i . opectsa 
| oi} dad ‘ostechghine aead!) evel ame Eeeep: ih 
. is fhe tas Se ” zs Beg t ye 
j ' om 33 ead AA ab shes s or eke. wes wae aakee “Sab * 
ie sek wl? ee ais borien: ast OVO, benotsngh 


Fe 
ye 


fl 


ee 


i: 


nl 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


] ho5e 
mutually agreeable annual contract has been ne- 
gotiated. I take it that means that both the producer 
and the company were fairly happy over it. 

MR. ANGUS: I think so. 

COMMISSIONER MacKICHAN: Now, in the light 
of that when you speak of the unrealistic tariff, 

I expect you are speaking for the consumer, 

MR. ANGUS: Pardon? 

COMMISSIONER MacKICHAN: When you say 
both the company and the producer are happy, and 
then you speak about the tariff being unrealistic. 

MR. ANGUS: No, we think from our point 
of view. 

COMMISSIONER MacKICHAN: If the producer 
and the company are happy -- 

MR. ANGUS: Well, it would have to -- 
it is hard to say in the short time allowable to 
give you a complete picture of that contract. 

When I say "mutually agreeable" that is the contract 
where we sit down once a year with the representatives 
or the president of every district where we operate 
and a negotiating teamof the company of about 

three and about 10 members from the beet growers. 

In your request, you asked for copies of 
our contracts, but over the years --. We originally 
had what they called a 50-50 contract, where the 
sugar and by-products, molasses, was split 50-50. 

Over the years Het has been negotiated 
up from 50 per cent on the return of sugar to the 


present 63 per cent. That is $7. 
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We still split the income or the net 
return of molasses, and since 1950 we have a new 
product which is dried beet pulp, which is a pulp 
that has 35 per cent molasses dried to it. It 
is made like shredded wheat. We ship that all 
over North America and the grower shares in that net 
return too. 

COMMISSIONER WALTON: Is that on the 63 
per cent? 

MR. ANGUS: No, not on our by-products. 
We are one of the very few companies that share our 
by-products with the growers. We, in addition 
to sharing the by-products give the growers special 
prices for his own use. The raw material share 
is 63 per cent for the grower on sugar, 50 per 
cent on molasses, and 10 per cent on dried pulp, 
and then for this feeding --. This is’ from one 
factory, from the Taber factory, we sell it at a 
very very low price, it averages about $1 a ton 
for the material, so there is little enough to 
share at such a low price. They are getting their 
fringe benefits right there in that low price. 

That has not changed in a great many years. 

COMMISSIONER MacKICHAN: Another thing 
that interests me to indicate there was a little 
bit of happiness here is that the company had ex- 
panded its operation, and more farmers were anxious 
to get in. 

MR. ANGUS: I think that is a fair state- 
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Beet Growers Association at Southern Alberta into 
this Commission, I think you would find that it is -- 
in spite of all these arguments and difficulties 

in establishing one of these annual contracts, I 
think you would find that they feel they had a very 
fait deal. I think our contract proves it when 

we say we paid more for a ton of beets than anybody 
elBe. 

COMMISSIONER MacKICHAN: I am taking your 
word completely for that. I am drawing your 
attention to the fact that the tariff is unrealistic. 
That is what I was thinking of. I cannot just 
recall at the moment, but I think Mr. Howe sort of 
expressed himself on similar lines at one time. 

This is one time it is a slap in the face to the 
fishing industry in the Maritimes. I will agree 
with you. We feel that the tariff is unfair to 
the fish. Jamaica and Cuba are getting preference, 
and the Dominican Republic, which is a far better 
market for our fish, is not getting any. We are 
very much conerned about that. We feel we are 
getting slapped on both sides. 

MR. ANGUS: Any time we have had discussions 
about these tariff problems with any government it 
has always come back to the fish problems from sugar 
problems, from sweetness to sweetness, I guess. 

COMMISSIONER DRUMMOND: Is your company 
engaged in importing cane into B.C. itself? 

MR. ANGUS: Yes sir. 


COMMISSIONER DRUMMOND: Under what circumstanc 
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would it be decided to undertake the production and 
sale of beet sugar in that area to substitute for 
cane? 

MR. ANGUS: Well, I don't know, except 
I do know -- I have never worked for that company. 

I have always been on the outside subsidiaries. 

I have never actually worked at the head office 

of the B.C. Sugar Refinery Limited. I have always 
worked for the Havans Sugar Company on this 
cane operation, and then on the beet operation with 
the Canadian sugar factories, and all I know is 
what I am told by the agriculturists that are associ- 
ated with us in our company. I am told in Alberta, 
that in tests they have done in B.C., in the area 
available for it, it was not satisfactory to grow 
beets. 

COMMISSIONER DRUMMOND: Apparently there 
is a continuing narrow border line between the two 
types of produce, cane and beets. Is that right? 

MR. ANGUS: Well, they are very different 
in that our major costs of buying are our raw material 
on a share basis where the refinery buys a world 
market price and whether the price is up or whether 
it is down, the way I see it, it doesn't make an 
awful lot of difference to them. To us it does. 
When prices are low in our business there is a very 
low profit, as you will see from our statement. 

COMMISSIONER MacKICHAN: Who were the 
parties to these negotiations at this recent agree- 


ment, the selling countries and the buying countries? 
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MR. ANGUS: Yes sir, and I think the 
point that Mrs. Walton remarked about, the stabiliz- 
ation,that we will have further stabilization based 
on the fact that there has been an addition of 
two very important suppliers and one very important 
buyer in this most recent agreement. Brazil, 
which has been outside the agreement, with about 
750,000 tons to market, ,has come into the agree- 
ment as also has Peru, and Chile has come in as a 
buying nation, just as Canada is, as a signator of 
this international agreement. 

THE CHAIRMAN: That seems to be all, Mr. 
Angus. Thank you very much. You were very 
helpful to us. 

MR. ANGUS: Thank you very much, sir. 

THE CHAIRMAN: We will adjourn until 
2 o'clock to then hear the brief of the Canada 


Packers. 


--- The Commission adjourned at 12.15 to resume 
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--- The Commission resumed at 2 DeMe 


Submission of 


CANADA PACKERS LIMITED 


Appearances: 
Mr. W.F. McLean President 
Me. fede, Child Vice President 


Mr. W.W. Lasby 
Mr. L.R. Cameron 
Mr. L.A. Matthews 
Mr. V.N. Stock 
Mr. W.R. Carroll 


Mr. G@.H. Dickson 


THE CHAIRMAN: The brief this afternoon 
is presented by Canada Packers Limited, and I under- 
Stand it will be presented by Mr. McLean, the 
President. I see you have a number of your col- 
leagues with you, would you introduce them to the 
Commission. 

MR. McLEAN: Yes, Mr. Chairman. 

Mr. Child, the Vice President; Mr. Lasbys; 
Mr. Cameron; Mr. Matthews; Mr. Stock; Mr. Carroll 
and Mr. Dickson. 

THE CHAIRMAN: Thank you, will you proceed 
with your brief? 

MR. McLEAN: We are pleased to have the 


opportunity to present to the Royal Commission on 
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Price Spreads of Food Products this brief on the 
role of the meat packing industry in the distri- 
bution chain from the farmer to the consumer of 
meats. 

Canada Packers! business deals with many 
food and non-food products. We have already 
supplied to the Commission figures relating to the 
whole of our business. The majority of these 
figures have been separated into two parts: That 
part dealing with products derived from Canadian 
livestock, and that part dealing with the remainder 
of our business. 

For reasons of clarity and simplicity, 
we propose to deal in this brief only with our 
major meat products, i.e., products derived from 
cattle and from hogs. We shall, of course, be glad 
to supply to the Commission any additional in- 
formation on any other section of our food business. 

Products derived from cattle and from 
hogs represent the major tonnage of our food 
business. It is in this area that we are best 
informed and best able to discuss the question 
of price spreads from first-hand knowledge. 

Our brief is limited to the major terms 
of reference of the Royal Commission. Particular 
attention has been paid to "The spread between 
the prices received by the producers of food 
products of agriculture and fisheries origin and 
the prices paid by the consumers therefor". 


We have reproduced the graph supplied by the 
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Royal Commission on Price Spreads of Food Products 
showing (on an index basis) the change in this 
spread since 1948, It is evident that this graph 
indicates that since 1951 the Spread had widened 
considerably. 

The meat packing industry is the link 
between the producer of livestock and the retailer. 
Its function is to purchase the live animals from 
farmers or marketing agencies, Slaughter and 
process the animals into marketable products, and 
sell these products to retailers or on the wholesale 


market, 


This brief deals only with the area in which 


we operate, - the area between the purchase of live- 
Stock from producers and the sale of product to 

the retailers or on the wholesale market. It is 
only in this area that we can speak with first-hand 
knowledge. 

Products derived from cattle: From the 
Standpoint of sales volume, beef is the largest 
Single food item handled by Canada Packers. The 
beef business is basically a simple operation, 
consisting of the purchase and slaughter of animals 
which are then sold in the form of carcasses, beef 
cuts, and by-products. In most cases the by- 
products must be further processed before they are 
in a marketable form. 

We have reproduced Chart No. 2 showing 
an index of wholesale beef carcass prices and 


an index of live cattle prices since 1948. The 
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prices from which these indices have been calculated 
were obtained from the Dominion Bureau of Statistics 
publication entitled "Livestock and Animal Products 
Statistics". 

The red line is an index (basis 1949 = 100) 
of average yearly beef carcass prices of commercial 
Steers at Toronto. This represents the prices 
received by meat packers for the beef they sell. 

The blue line is an index (basis 1949 = 100) of 
average yearly live prices of medium steers up to 
1,000 pounds at Toronto. This represents the prices 
paid for the live animals by the meat packer. 

The two series have been chosen because live 
medium steers, on average, grade out as commercial 
steer carcasses. 

When these two price series are placed 
on a 1949 index basis (as has been done in the 
chart) we can determine the change that has 
occurred in the price spread between the price 
paid to producers for medium steers and the 
wholesale price of commercial steer carcasses. 

Live and wholesale beef prices rose sharply from 
1948 to 1951, when the trend reversed and prices 
fell sharply through 1952 and 1953. Since then, 
prices have continued to fall slowly till 1957. 
In the past few months the trend has reversed 
and prices are again rising. The D.B.S. figures 
in Chart No. 2 indicate that, based on 1949, the 
index of prices paid to producers for cattle has 


remained above the index of prices obtained for 
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wholesale beef, except for 1955. 

In the packinghouse, live cattle are pro- 
cessed into beef and by-products, such as hides, 
tallow, meat scrap for animal foods, casings, 
etcetera. Thus, to complete the picture we must 
examine the trend in by-product values that has 
occurred during the same years. 


Since 1948, the value of by-products has 


declined. Our accounting records show that the 


net value of by-product credits has decreased 
from approximately $28 per animal in 1948 to ap- 
proximately $215 in 1957. 

Quite possibly this is an area where the 
meat packing industry has lacked imagination in 
developing new and more profitable markets for 
by-products, e.g., through the chemical and pharm- 
aceutical industries. This is a subject that 
is now receiving considerable attention from our 
research department. 

The chart just exhibited indicates that 
the prices paid to producers for cattle and the 
prices received by the packinghouse for the 
products derived from cattle have followed the 
same trend since 1949 and that the spread between 
them has not substantially changed. 

Let us turn now to Canada Packers' figures 
rather than industry figures derived from D.B.S. 
reports. We have reproduced chart No. 3, showing in 
index form (basis fiscal 1949 = 100), proceeds 


from the sale of beef and by-products and the payment 
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for cattle at Canada Packers! Toronto plant. The 
Toronto plant beef operation is a substantial one 
and is representative of our beef business. The 
red line is an index (basis fiscal 1949 = 100) of 
the average yearly per animal proceeds from the 


sale of beef and by-products and takes account 
of the net proceeds we receive f.o.b. our plant. 
Where the product has been sold on a delivered 
basis, the selling price has been reduced by the 
freight involved. 

The blue line is an index (basis fiscal 
1949 = 100) of the average yearly payments per 
animal for cattle and is our cost of animals 
delivered to the packinghouse. 

Mr. Chairman, may I point out in the chart 
we produced here, we have the first seven accounting 
periods for the current year, that takes us up to the 
middle of October. When these charts were prepared 
for the brief, we did not have that information, 
but this has been brought up to date for this year. 

Transportation charges have been excluded 
from our frame of reference. We have done this 
as it was the only way that we could get prices 
for all cattle and all beef products on a uniform 
basis. Nevertheless, transportation charges are 
an important factor in the price structure. 

The two indices on the chart have been 
developed directly from Toronto plant accounting 
records. Our accounting year-end is on the last 


Wednesday of March of each year. For a rough 


aia 


Jat 


iD Ae LAT ecmetetsd 2 eu + ‘etme 
abhsq ad inh 43a taste Ae 
* Paci gale ree ervey foek ow? [7 ' 
Sopangegl! poet “Stood aster me 
Riwen gag wratoese wad | 
Raia none we ines oe 


Potty i 


0 2an Pagene- em steven tat 
ent ere yet Biers. S outhone: eet! 
eect: surkeng sAretee sai 


re a 
: 
ue 
, eo 
Hs 
bar. 


“ Cte 


vale 
ats 


a7 Pe 


Ee) 


*s 


a ee 
eo 


= 


+ qo ditedond. nent eed chad nee if 


% orsret 


z ( 
: 
wy a PP aa i ex x“ A > 


SR. He ote 


r n bs * 
cpu Sh Meee Ott ee 
i 2e8 OF0 oF 


ale  sOots som ney iny “net eit 


- ~ a a 


ssf a ao ape 
Leoer sy a sai ‘eta 


named “Ente ey : ee NS Sipe 


‘hgh: tt howd 2 


he Lown: — 
: A 


inion eae dad oopaualen 
‘ 
ih Skolt FES taR. 01 Lnath sin " e 


i bechyhiohy 


‘ vy, 
vs y a\] t ort eat: Par We ROE Cor 
mbelrsy~ 
eitTe srk 00 ‘to obo in 


wet 


Pe aha nits ro}. 


yo omg “ami min oe 
+ etd yay cing aad new +h ae 
atte Slax0%, | 
end | 


1 e& d Ud a ° 


ae " : 
er al = 


a : 1 
° 7 ¥ : . 7 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4063 


comparison, our fiscal years approximately correspond 
to the previous calendar year and the charts 

have been plotted in this way. (Thus, fiscal 1949 
has been plotted above 1948, etcetera). 

The two indices have been calculated on 
the basis of fiscal 1949 = 100 and the difference 
between the two lines represents the change that 
has occurred since then in the price spread between 
live and wholesale price of the products derived 
from cattle. 

The chart indicates that the spread has 
widened somewhat since 1949. 

Chart No. 3 is comparable with chart 
No. 2 which was developed from D.B.S. figures. The 
lines in the two charts follow very nearly the 
same pattern year by year. The main point of dif- 
ference between the two charts is that the Canada 
Packers accounting figures show a slight increase 
in the price spread, whereas the D.B.S. figures 
show, if anything, a slight decrease in the price 
spread. This apparent discrepancy is not great 
and is within the limits of error of the process 
we have followed in preparing the first chart. 

For example, we have assumed that medium steers 

up to 1,000 pounds on average grade out as com- 
mercial carcasses. This assumption, although very 
close to the truth, is certainly in error to some 
extent. Also, the figures published for the 

live price of medium steers and the wholesale 


price of commercial beef carcasses are to some 
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extent approximate figures. 

It is apparent from these two independent 
sets of statistics that the "spread" between the 
price received by the producers for cattle and the 
wholesale price of the products derived from 
cattle has increased only moderately since 1949. 

Products derived from hogs: Pork is sold 
at the wholesale level either as fresh pork cuts 
or as a variety of processed products, such as, 
smoked hams, sliced bacon, cooked hams, (both 
Sliced and in the piece) various other cooked 
products and canned products. The degree of pro- 
cessing in these products varies greatly. On 
the average, the various forms of pork meat 
offered for sale are much more highly processed 
than is the case for beef. Consequently, the 
value added in manufacture in the case of pork 
is a good deal greater than in the case of beef. 

We have reproduced chart No. 4, which 
shows (in index form) wholesale pork prices and 
live hog prices from the Dominion Bureau of 
Statistics. 

The red line is an index (basis 1949 = 100) 
of wholesale pork prices for Canada and is an un- 
published figure series from the Prices and Price 
Index section of D.B.S. Prior to 1955, this 
wholesale pork price index was based on wholesale 
hog carcass prices. This was not a reliable 
index of wholesale prices for all of the forms 


of pork sold. 
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Since 1955, a new index developed by 
D.B.S. (working with the Meat Packers Council) 
has been used. This index, based on reported 
wholesale prices from processors, more nearly 
represents the weighted average of the wholesale 
prices obtained for all of the forms in which pork 
is sold, 

The blue line is an index of weighted 
average prices (dressed basis) of slaughter hogs 
sold at public stockyards in Canada. This price 
sertes has been taken from the D.B.S. publication, 
"Livestock and Animal Products Statistics". 

Both of these indices have been converted 
to a basis of 1949 = 100 and are plotted on chart 
No. 4, 

Both indices follow approximately the 


Same pattern year by year. The difference between 


occurred in the price spread between the price of 
live hogs and the wholesale price of pork products. 
Since 1949 this spread has increased slightly. 

Let us now turn to Canada Packers! figures 
rather than industry figures derived from D.B.S. 
reports. The data for pork is harder to isolate 
from our accounting records than in the case of 
beef. Because our Toronto plant buys a large quantity 
of frozen pork cuts for further processing, we were 
not able to develop figures for our Toronto operation 
which would genuinely represent the price spread 


the two lines represents the change that has 
between the cost of live hogs and the return for 
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pork products. For this reason, we have selected 
the pork operation of our Winnipeg plant as the 
basis of the figures, and we believe that these 
figures are representative of our over-all pork 
business. 

We have reproduced chart No. 5, which 
shows indices of the yearly average proceeds per 
hog from the sale of pork and by-products and 
the yearly average payments for hogs at Canada Packers! 
Winnipeg plant. 

May I point out again on this chart that 
a large reproduction has been brought up to date 
for approximately the first six months of this 
year. 

The figures used to construct the graph 
have been taken from our accounting records and 
cover the period fiscal 1950 to fiscal 1958 
Ce approximately calendar 1949 to calendar 
ROST) « 

The red line represents an index (basis 
1949 = 100) of our annual proceeds from the sale 
of pork products and by-products and represents 
the net proceeds we received f.o.b. our plant. 

The blue line is an index of the yearly 
payments for hogs and represents our cost of hogs 
delivered to the packinghouse. 

Again, as in the case of beef, all values 
used are f.o.b. our plant. We have plotted the 
fiscal year figures opposite the calendar year 


that they most closely approximate. 
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There are some obvious differences in 
trend between this chart and chart No. 4, which was 
based on D.B.S. figures. 

For example, the chart based on D.B.S. 
figures shows a decrease in the price of hogs for 
1950, while the Canada Packers chart shows an in- 
crease. This difference is explained by the three- 
month difference between calendar years and our 
fiscal years. If we re-calculate our cost of 
hogs on a calendar year basis, the two trends agree 
almost exactly. 

As far as change in the price spread 
is concerned, the two charts show approximately 
the same picture. There are differences, e.g., 
the Canada Packers chart shows a somewhat greater 
widening of the spread for the period concerned 
and the trend from year to year in change in 
spread does not agree exactly on the two charts. 
This apparent discrepancy is not great and we believe 
it is within the limits of error of all the figures 
concerned. For example, it has already been men- 
tioned that the D.B.S. wholesale pork price 
figures are probably not entirely reliable a few 
years back. Also, the Canada Packers figures 
for pork were much harder to isolate from our 
accounting records than the figures for beef, and 
are probably not as accurate as the beef figures but, 
nevertheless, they are very close to the facts. 

It appears, then, from charts numbers 4 


and 5 that in the case of pork products the spread 
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between the price of hogs and the wholesale price 
of products derived from hogs has increased 
moderately over the period studied. 

It appears from these charts that the 
spread between livestock prices and wholesale 
meat prices in the case of pork has increased 
more than in the case of beef, for the same period. 
This result is not unexpected. In the case of 
beef, the product at the wholesale level is sold 
in almost exactly the same form as it was in 
1949. This is not true of pork products. Pork 
products are processed and packaged to a much 
greater extent now than they were in 1949. Also, 
a good many pork products, such as, hams and 
other smoked meats, are defatted and skinned to a 


greater extent now than they were in 1949. 
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Some pork products, such as fresh pork cuts, 


have changed very little since 1949 and, indeed, this 
is illustrated by a comparison between 1949 and 1958 

of our total expenses charged to fresh pork cuts, 

The ratio of these expenses is 1998 «1.08, 

However, other pork products have changed 

a great deal since 1949, Our smoked meats, including 
sliced bacon, are sold in a very different form now 

than they were in 1949, and a great deal more proces- 


sing is involved, 
For example, in 1949, most smoked hams were 
Today, only 

The 


sold by us whole, bone-in, and skin-on, 
about one-quarter of our hams are sold whole. 
rest are sold in the form of halves, quarters, steaks 
and slices, 
All of these smaller pieces are packaged with 
Moreover, a good deal 


some protective plastic film, 
of fat and skin, which used to be left on the whole ham, 
Similar dif- 


is removed in preparing these pieces, 
ferences are apparent in all of our other smoked meat 


The ratio of these ex- 


products, 
This change is reflected in our total expenses 


these products, 


charged to 

penses, between 1958 and 1949 is: 
ters = (1670. 

consideration the unit 


During the period under 
up our expenses have 


cost of the items that go to make 
illustrations of this 


increased greatly. 
The following are a few 


at Toronto plant: 
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% Increase 


1958 
1948 
Average hourly wage of production 
emp Loyees 847 
Average hourly earnings of clerial staff 82% 
Average salaries of foreman, super- 
visors and technical staff 97% 
Cost of corrugated shipping containers 38% 
Fuel cost per ton 80% 


In the case of both beef and pork, it has 
been mentioned that transportation charges are outside 
the frame of reference of all of the figures given so 
far. (That is, all payments for livestock and all 
proceeds from the sale of products have been shown on 
an f.0.b. plant basis.) However, transportation 
charges are, of course, involved both in moving live- 
stock to the packing plant and moving products to the 
retailers. To illustrate the change in transportation 
charges for the period under review, the railway freight 
on similar shipments of our products and live animals 
has increased by a factor of 1.75. 

In several of the briefs already presented 
to the Royal Commission the subject of pork product 
from 'A' grade and 'C' grade hogs has been raised. 

The fear has been expressed that meat packers buy 'C' 
grade hogs and produce 'A' grade product from them and, 
by this process, obtain an unusually large mark-up 

or profit. There appears to be a good deal of mis- 
understanding about this subject and we thought it was 
worth reviewing here. 


It is perfectly true that we produce a con- 
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siderable amount of top-quality product from 'C' grade 
hogs. It is also true that some 'C' grade hog types 
and weights produce cuts that must be down-graded be- 
cause of untrimmable tissue fat and coarse meat texture, 
However, the essential difference is the extra 
cost of producing first-class product from 'C' grade hogs). 
The main factor in this extra cost is a much larger 
amount of fat on 'C' grade hogs which must be trimmed of 
in order to produce top-quality saleable pork cuts. 
This fat, of course, is rendered and sold as lard, and 
the value of lard is much lower than the average value 
of the hog carcass. 
We have reproducted a comparative cutting 
test on grade 'A' and grade 'C' hog carcasses. The 


test involved 70 hogs. 
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In each case, the first column shows the per- 
centage of the carcass weight which is obtained in each 
of the five primal cuts, trimmed to standard specifica- 
tion, and the percentage of the carcass weight which is 
obtained in each of the remaining sundry products. The 
second column shows the net value per pound of each item 
at the time of the test and the third column shows the 
multiplication of the first two columns. The total of 
the third column, therefore, in each case represents the 
net value of all of the product obtained from the car- 
cass, 

The test shows the cost of eliminating exces- 
sive trimmable fat. It does not show (except in the 
case of bellies) the cost of down-grading the primal 
cuts from 'C' grade hogs because of their inherently 
lower quality. 

You will note that except for bellies, the 
same net value per pound for each cut and sundry has 
been used for both 'A' and 'C' grade hogs. The 
ceason for the difference in the bellies is that, more 
so than in other cuts, the fat and lean are distributed 
in layers and it is impossible to trim out the excess fat}, 
Because of this, the bellies from 'C' grade hogs produce 
a much smaller percentage of top-quality bacon. 

The average total net value of the 'A' grade 
hog carcasses is $32.50 per 100 pounds, and the average 
total net value of the 'C' grade carcasses is $29.08 
per 100 pounds. The difference in value is $3.42. 

The meat packer pays a premium for 'A' grade 


hogs over 'C' grade. This premium was established by 
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discussions between the packing industry, the Federal 
Government, and various hog producers' associations. 
As demonstrated by the cutting test, the total return 
to the packer of the hogs on test per 100 pounds is: 

"A' grade hogs - $32.50 

'C' grade hogs =e #\ 5299084 
To the meat packer the 'C' grade hogs on test are worth 
$3.42 per 100 pounds less than the 'A' grade hogs, com- 
pared to the agreed differential of $3.00 per 100 pounds. 

The fact is that the meat packer makes a 
lower margin on 'C' grade hogs and, if given the choice, 
would prefer to buy only 'A' grade hogs. 

The price spread which arises in the packing- 
house between the money paid for live animals and the 
proceeds received from the sale of the resulting pro- 
ducts is, of course, the sum of the total expenses 
and the profit of the meat packer. 

A good deal has been published in the past 
about the profit of meat packers. It is our impres- 
Sion that it is generally accepted that the meat pac- 
ker's profit is a modest one. Canada Packers' 
profit on all products derived from livestock has 
averaged over the past ten years 0.64 per cent of 
dollar sales, which is equivalent to approximately 
1/5 cent per pound of sales weight. 

However, it has been suggested that al- 
though this profit appears modest as a percentage of 
dollar sales, (or in fractions of a cent per pound) 
that the return on investment in the meat packing 


business is unusually large. It is very difficult 
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for us to make any exact calculation of the return on 
investment in the meat business. The reason for this i 
that our physical facilities are thoroughly interwoven 
between the meat business and other businesses in which 
we participate, To divide the value of our physical 
assets between the meat business and other businesses 
is very difficult and the decisions become quite arbi- 
trary. 

However, even with this difficulty, it is 
clear to us that our return on investment in the meat 
business is modest and certainly less than our average 
return on investment for the whole company. 

I believe that the only accurate way availabl 
to us to illustrate this is by a theoretical example. 
Ne have asked our engineers to prepare an estimate of 
the present cost of erecting a plant with the capacity 
to slaughter and process 1,000 head of cattle per week. 
This estimate includes the facilities required to pro- 
cess the by-products and the meat to saleable wholesale 
form, 

A conservative estimate of the cost of these 
facilities is $750,000.00. 

As well as this, working capital is required. 
We have estimated that the minimum working capital re- 
quired for this business would be $150,000.00. 

If this plant operated at capacity every week 
of the year it would process 52,000 head of cattle per 
year, An optimistic estimate of profit would be $1.50 
per head. This is a good deal more than our average 


profit in the beef business for the past ten years. 
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Thus, operating at capacity with this profit 


per head, this plant would produce $78,000.00 per year 


profit before income tax, or approximately $40,000.00 
per year after income tax. This represents 4.5 per 
cent return on investment after tax, 

All of these estimated figures are on the 
optimistic side, Admittedly, the value of fixed 
assets is taken at today's replacement cost and this, 
of course, is higher than the normal current value of 
fixed assets would be in any company which has been 
operating for some time, However, fixed assets wear 
out and become obsolete, and because of increasing 
construction and equipment costs, the depreciation 
allowed is almost never sufficient to maintain and re- 
place them, 

Suppose that the average value of fixed 
assets in an operating company is only one-half of thei 
replacement value. In the example above, this would 
result in a 7.7 per cent return on investment, which 
is still a modest return. 

Last year, the average return on investment 
of the 500 largest United States corporations, as re- 
ported in "Fortune" magazine, was 11.4 per cent, 

Over the next 25 years the packinghouse in- 
dustry will be called upon to expand and increase its 
facilities to probably double their present size. 

The return on investment should be sufficiently great 
to provide the money necessary for this, or if outside 
capital must be raised, the forecasted return on in- 


vestment must be great enough to attract this capital. 


Bids 


sno: 1 et aie ae ne ae oe Reb saraigS! 
nay og 00. one ae ; : 
OG OG Ace apd sey ssn ee ey hie od emete wo pend sonia a oh als 
Sy emanninese Ge pangs 
| eee [ik some ose 00 RBS m8 
ne BS hha e ‘erga jpoiaenaes ‘ems Yo! FaRe ca ; 4. 
tox?) ‘gas ap sey eel ‘eMEbo 11AabN shia Siyoabentage , 
po AE bt yan Neus St #) awson S qae- eo yabos. 53 poses ea. alee ’ 
ie bo Ge BHI Seo ches ‘Sereidedd ames ‘sedgid:aes aering hes 
4h ANd aT eh ‘Ride wR a wish. od bioow 2oneae taal 
CMTC RTE eee roega Lxokogalastege 
‘ 5 i hiaaly nil tn “iacreoed Bho" aoedpads nmosodobas 910 


‘ 


3. pgtt}ogodvees Sth ) Sage srt pgmykepen. Suet asgdes2 5909: 
ete Hi wis ale ay: bis bos hie. RoHS adored headed be 
es 2yebelr gwalg 

hy cS oa A ogee alas Qiegts - seomges 
ehorig: 20 °S Leai~ant qinorady aifiioserens Mameqoraweed e292e6 
Bigow tins APGR? ctemsies aaoeaRey jenanionaes Ingress o2.f got 
' -gnoead ie ao  ertwtom ete. veget Snead aiuess 
STs oinahuien Sdiebae, et Lige el 
Yneetl sow? b> SRY ; shyayveany «shee Jead | 
meth ates” NU ERORS esha? :2Ie42 seen ie dosed O02 arly. le’ 
fh + Cty teed toyctiites tote ate Speruees tga oe PSSIOg 

ei ghee Tale euler et Cones Gea deena 79Vv0 
Ef gi S8l Bite “Sy ogke ep-ag shies i ad .Lidw yxoeub 
IN BuNe Ade ten «Legos No Saket i ae bdeaonig sdb waka bt toe2 
yatere bite Bah pi vodsy iam saved: gop mama oa oette oy act 
ShieOcc 1p ipaok Slstupt ¢ypaeeey adey abaveny ebiveng al 
ig! po paves Odyatsogetedes oesgbae Jadeun aia ygee 
Javiaao ably s5ade0e599 1 BOR BY motte adsueomv2obenay 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4077 


In the meat business, it is our opinion that 
there is a serious question whether the return on in- 
vestment is presently large enough to justify the 
management decisions to participate in this expansion 
which lies ahead, 

By far the most important part of the spread 
between payments for livestock and proceeds received 
for the products derived from livestock is the meat 
packer's expenses in salaries, wages, materials, 
packages, etc. In one of the previous briefs pre- 
sented to this Commission, the question was raised 
that even though the meat packer's profit is modest, are 
his expenses reasonable, i.e., is he operating effi- 
ciently. 

This is a perfectly proper and pertinent 
question, The injustice to the consumer and the pro- 
ducer would be just as great if excessive price spread 
in the industry resulted from inefficient operation as 
if it resulted from excessive profit. 

The principal safeguard against excessive ex- 
penses in the packing industry is the intensely con- 
petitive nature of the business. Any packing company 
which allows its expenses to get very far out of line 
will not survive long. This is so because of the 
energetic competition and because the ratio of profit 
to total expenses is unusually small. This means, 
of course, that a small percentage change in expenses 
produces a large percentage change in profit. 

A very large part of management's time and 


energy is spent on the efficiency of operation and the 
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control of expenses. Of course, a great deal re- 
mains to be done and, indeed, improvement of efficiency 
is a process which continues day by day. An exact 
measure of the increase in productivity is difficult 

to determine, but over the past ten years our records 
indicate that our productivity has increased by 
approximately 3 per cent per year. 

We have no exact benchmark to compare the 
efficiency of our packinghouse operation with those 
in other countries. However, from observation and 
from some information that we have gathered from time 
to time, we believe that our operation is at least as 
efficient as any in the United States or Europe. 

This does not mean, of course, that further 
improvement will not be attempted and achieved. Im- 
provement of efficiency is a daily concern and, along 
with improvement of the quality of our products, is the 


principal concern of our management. 
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THE CHAIRMAN: Since the outset of this 
Commission's work, your firm has been very co- 
operative, and we appreciate the studies you have 
made and presented to us, and the return of our 
questionnaire. In previous hearings we received 
some evidence on the matter of hog marketing, and 
I understand this whole matter is under consideration 
by the Minister of the Province of Ontario, with 
discussions between the packers and producers. 

We will have some questions to ask you, but this 
is an area of questioning which we will avoid in 
view of the discussions which are going on. 

MR. MLEAN: Yes. 

COMMISSIONER DRUMMOND: In one or two 
places in the brief you mention transportation 
costs do not enter into your calculations. I want 
to get clear as to the exact meaning of that: 

Does that mean, for example, that if you sell some 
of your processed beef or pork in one of your 
western plants, which you ship east, and sell to 
some fairly large buyer, that that buyer pays 

the transportation costs? 

MR. McLEAN: Not necessarily, sir. We sell 
in both ways, in different districts, and depending 
on the convenience of the customer. We sell some 
production delivered and some with delivery added. 
For the purposes of these figures, wherever it is 
sold delivered, we have deducted the transportation 
and brought it all back to f.o.b. plant basis. In 


the same sense, on the livestock, the transportation 
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is all in, and the livestock all out. The livestock 
are all on a delivered basis, so that these figures -- 
the blue line on the charts -- do not represent 

what the farmer got. It represents what the 

farmer got plus the transportation charge to our 
plant. The red line, however, represents the 

value of the product at our plant. We did this 
because it is the only uniform basis we could 

arrive at. 

COMMISSIONER DRUMMOND: The reason I 
asked this is that if your product is sold on a 
delivered basis, that would mean the cost of 
transporting the article would be part of your costs? 

MR. McLEAN: Yes. 

COMMISSIONER DRUMMOND: Whereas if sold 
on the other basis, it would be part of the buyer's 
cost? 

MR. McLEAN: Yes, that is right. For the 
purposes of these figures, there is no transportation 
0 ae 

COMMISSIONER DRUMMOND: While I am speaking 
of transportation, it seems to me it is relevant 
to this whole inquiry: You operate plants all 
across Canada; would you agree that in very recent 
years there has been quite a pronounced expansion-- 
well, we all agree there has been a great expansion 
in the domestic demand; domestic population -- 
would you agree that a very large fraction of 
that expansion of domestic demand is located in 


the centre of Canada -- 
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MR. McLEAN: Yes, Ontario and ‘ uebec. 
COMMISSIONER DRUMMOND: And B.C.? 


MR. McLEAN: Yes. 


COMMISSIONER DRUMMOND: Isn't it also a 


fact that during those same years most of the ex- 
pansion in livestock production has taken place 
in the Prairie area? 

MR. McLEAN: More than elsewhere, yes. 
I don't know whether most -- I haven't the figures 
with me -- but certainly more than elsewhere. 


COMMISSIONER DRUMMOND: From this set 


of circumstances it would seem to me that during 
these years we must have had a constantly larger 
percentage of our total supply of meat that had 
to be transported long distances? 

MR. McLEAN: That is right; the centre of 
gravity of production has moved West, and the centre 
of gravity of consumption has moved east. 

COMMISSIONER DRUMMOND: So that the 
transportation cost due to the fact that the 


larger part of products had to be moved, certainly 


rate of transportation? 

MR. McLEAN: That is quite right. We 
have attempted a calculation on that, and I am 
sorry I haven't it with me, because I wasn't satisfied 
it was sufficiently accurate; but, I had intended 
to send it on to you to try to cover this trans- 
portation cost. It is an attempt to calculate 


must have been going up quite apart from the 
the difference for hogs and cattle -- the average 
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transportation over the whole country -- the average 
value of transportation of pork and beef in 1949 
and last year. It won't be accurate, but it 
may be right to plus or minus 20 per cent. 
COMMISSIONER DRUMMOND: It seems to me 
there are two possible reasons for an increase 
during these years in the transporting cost of that 
cost: One thing is the freight rate, and the other 
is the change in the amount of products to be 
moved? 
MR. McLEAN: That is quite right. 
COMMISSIONER DRUMMOND: You state very 
definitely here that while there has been some in- 
crease in the spread both in respect of beef 
and pork products, that the increase is relatively 
greater in pork products, and you give most of the 
explanation for that: Would you care to add at 
all to what you say there? 
MR. McLEAN: The specific products you 
have mentioned here are intended to serve only 
as examples. Fresh pork is sold very much the 
same as in 1949. However, virtually all smoked 
meats are sold in quite different forms than they 
were in 1949, and probably the principal influence 
in bringing that about is the growth in self- 
serving merchandising as opposed to service merchan- 
dising. The same remarks will apply to cooked 
meats, for example. For example, in 1949 -- 
I haven't got the percentages with me -- but 


in 1949 a very substantial percentage of our cooked 
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meat trade would be in the form of loaves which were 


Sliced at the shop to suit the customers' require- 
ments, and the major portion of that trade is now 
sliced in our plant and packaged in some way and 
then sold at the shop. 

COMMISSIONER DRUMMOND: Might I ask in 
this connection, would it be fair to say that these 
changes in processing in respect of these smoked 
products were made at the request of your purchasers, 
or did you take the initiative in that respect? 

MR. McLEAN: This is a very difficult 
thing to determine. I would say, that in the main, 
the consumer took the initiative, because there 
were many instances, for example, where self-service 
meat operations were run side by side with service 
operations, and I think -- not by any means 
entirely, but, in the main, the self-service has 
grown very rapidly. If you assume that the consumer 
liked the self-service meat operation, then the 
packaging and putting up at the source of supply 
is almost a natural result, because assuming you 
are going to do that, it is probably cheaper to 
break it down into small bits at the source than 


it is at the retail store end, for example. 
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Beef and pork retail 


COMMISSIONER WALTON: 
differently today. In the process you do more of 
the trimming for the pork products? 
MR. McLEAN: That is quite right. 
COMMISSIONER WALTON: The retailer deals 
with the cuts to the beef product? 
MR. McLEAN: That is right. There is a 
reason for that, of course. In smoked meats that 
is true and the reason for that is that smoked 
meats can be satisfactorily -- there is no problem 
with either the appearance or keeping the quality 
of smoked meats in small pieces. With beef this 
is a serious problem. The surface darkens in 
appearance so that all beef from the point of view 
of good merchandising principles is cut at the 
last possible moment before you sell it, so that 
more or less prevents --. 
I think it is probably true to say if it 
were not for that problem, if that problem were 
resolved, for example, that a very very considerable 
amount of the beef would be cut in the packing 
houses in the same way that smokes meats are. 
COMMISSIONER DRUMMOND: Would it not be 
true to say in actual practice at least some of 
the bigger buyers of your products actually do 
specify just what they do want, not only in quality, 
regularity and quantity, but the particular form? 
MR. McLEAN: May I refer that question 
to Mr. Dickson who is in charge of our sales 
- 2 area? 
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MR. DICKSON: I would say that to some 
extent that is true. Again I think probably the 
retailer is interpreting the preferences of the 
consumer, but they do give us guidance as to form, 
type, packaging and so on. 

COMMISSIONER DRUMMOND: That is what I 
was driving at. My own feeling is that some 
party in between and my guess would be probably 
the retailers in this case, would be attempting to 
anticipate what we call the potential demand in 
the consumer. 

MR. DICKSON: I think that is quite right. 
If I may add, early in the game a choice was given 
to the consumer in a good many cases. This is 
what we call market testing, in which, for instance, 
weiners could be either as a bulk pack loose as 


against the normal half-pound bag, and we let 


the consumer confirm, if you will, what her preference 


is, and gradually we adopt our procedures to con- 
form. 

COMMISSIONER DRUMMOND: Coming to the 
material dealt with on page 12, you state at the 
bottom of page 11 that "During the period under 
consideration the unit costs of the items that 
go to make our expenses have increased greatly." 

T think some of my colleagues may want 
to ask you some questions relative to this, and 
perhaps there are one or two I might ask. 

These items which you have listed here 


are all items which in your opinion have contributed 
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to cost increases, is that right? 

MR. McLEAN: They have contributed to an 
increase in our expenses, but of course, offsetted 
against these we must also to some extent -- 
probably some different extent in each one of these, 
the factor of productivity. For example, I am 
not sure -- well, as a matter of fact I am. We have 
a better boiler house than we did in 1949, I think 
we produce more pounds of steam per ton of fuel 
So although our fuel cost is up 80 per cent, I 
Suspect our steam cost is not, although something 
elose to it. 

COMMISSIONER DRUMMOND: In addition to 
possible increases for productivity, would there 
be any comparable list of items, either one or two 
or more which would go some distance towards 
offsetting these increases? 

MR. McLEAN: You mean by that, sir, ones 
that have not gone up so much, or ones that have 
actually gone down? 

COMMISSIONER DRUMMOND: Exactly. 

MR. McLEAN: There is a list that have 
not gone up so much. I should not say a list, be- 
cause really when you come down to it, we have 
taken here three items which by far are the biggest 
items in our expenses. That is production labour, 
office labour, which is in here as clerical costs, 
and supervisory or management. Just off hand I 
can't give you the percentage that these are. 


MR. CARROLL: More than half. 
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MR. McLEAN: It is a good deal more than 
Balt: Now, there are some things that we have -- 

I don't think we discovered anything actually went 
down. In looking at these we have discovered some 
things that did not go up very far. For example, 
the cost of water in the city of Toronto has not 
gone up much until about a month ago. it. isa 
very minor part of our costs. 

The cost of electricity has gone up con- 
Siderably, not as much as these, maybe 50 per cent 
instead of these figures in the main of 80 per 
eent. 

The cost of burlap bags, which again would 
be almost a negligible factor, but nevertheless 
we do use them, has actually gone down, as I 
remember it. It is one of the few things we found. 
It is about the same, It went up and then down 
in the meantime. 

Our salaries, wages and bonuses are almost 
exactly half of our total expenses. One moment. 

I forgot to add the contribution --. They have been 
more than half, somewhat more than half. 

COMMISSIONER DRUMMOND: What percentage 
would they be of the sales? 

MR. McLEAN: We have that here. For the 
last fiscal year it was 11.29. Unfortunately 
this does not include them all. 11.29 is what we 
figure. 

COMMISSIONER DRUMMOND: I will leave that 


for the moment. At any rate, on page 13 you say 
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"It is also true that some 'C! grade hog types and 
weights produce cuts that must be down-graded..." 
Do you mean by that which must be put into say 
grade "D"? 
MR. McLEAN: No sir, that is badly stated. 
This means that they produce some cuts that must 
be sold. However much you wish to process them, 
you cannot make a product that you would wish to 
put in your top brand, for example. You sell 
them under a second brand name at a lower price. 
COMMISSIONER WALTON: Hamburger? 
MR. McLEAN: Hardly prime cuts, but they 
are not that bad. 
COMMISSIONER DRUMMOND: On the next page 
14 you are talking there about this differential 
that has been established between "A" and "Cc" 
grade, and the various grades and so forth. I know 
this matter has been often discussed, but perhaps 
I should ask it again. Is it a fact that we still 
have mixed differentials in the price of several 
grades for quite long periods of time? Did I 
make myself clear? 
MR. McLEAN: I am sorry, I am not sure I 
understand. 
COMMISSIONER DRUMMOND: You have these 
fixed differentials between your "A" and "Cc". 
MR. McLEAN: Of $3.00. 
COMMISSIONER DRUMMOND: Yes. You have 
Similar fixed differentials between every two grades, 


is that correct? 
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MR. McLEAN: That is correct. 
COMMISSIONER DRUMMOND: How often are those 


changed? 


MR. McLEAN: Certainly there is no regular 
interval. I think it would be fair to say they are 
changed only by consultation and discussion when 
somebody thinks they should be changed. 

MR. LASBY: That is right, yes. 

COMMISSIONER DRUMMOND: It would probably 
be several years between changes? 

MR. McLEAN: Yes. 

COMMISSIONER DRUMMOND: Is it possible during 
that interval because of supply and demand conditions 


and conditions in respect to some one of these grades, 


it might change sufficiently to wsult in a price 
for that grade which would be out of line with the 
so-called fixed differential price? 
| MR. McLEAN: I am not sure I can answer 
that. 

Mi. (LAGsY = VE think, Dr... Drummond, if 2 
may comment on that. Actually in the hog production 
in Canada, hog production is quite uniform. Approx- 
imately between 75 and 80 per cent are in your 
two top grades of A-l. 

The Canadian producer has produced within 


| 
| 
that large range and in that large percentage 
there is good uniformity. When you see their out- 


grades such as "C" or light differentials there 


are returned more even in the larger other grades. 
Does that answer your question? 
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COMMISSIONER DRUMMOND: Yes. I would expect 
that. 

My question was simply, has there been any 
change at all in recent years? 

MR. DICKSON: There apparently has been 
quite a tendency for hog producers to perhaps pay 
less attention, I don't know whether that is the 
right way to say it or not, to the grades, and you 
had a larger percentage of second grades than selects. 

COMMISSIONER DRUMMOND: A larger percent- 
age than you had the years immediately preceding? 

MR. DICKSON: Yes. 

MR. McLEAN: This is mainly true, sir, 
in the western provinces, Rightly or wrongly, I 
think that probably has been interpreted as the 


result of the fact that it is difficult to get cash 
for grains and one way of saving it is to feed it 
to the pigs, and if you ever do feed starch to pigs 
as you know you have "C" grade pigs. 
COMMISSIONER DRUMMOND: To the extent 
this has happened, you might have during this period 
a very large percentage of second grade or "c" 
grade being supplied there, and subject to the demand, 


it could result in price reduction from the fixed 


differential. 
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COMMISSIONER DRUMMOND: On page 17, about 


the middle of the page you say: 


"Over the next 25 years the packinghouse 
industry will be called upon to expand and 
increase its facilities to probably double 


their present size." 


I was wondering whether you were taking the 
Gordon Report seriously. Assuming this prognostication 
is somewhere nearly correct, first of all, to what 
extent is there already unused capacity in your 
plants? 

MR. McLEAN: In our own plants? 

COMMISSIONER DRUMMOND: Yes. 

MR. McLEAN: Well, I am sorry, but I will 
have to give you two answers to that, it is a little 
complicated. At certain times of the year there 
is lots of unused capacity, but in the situation 
we have now, the hogs we have now, we have no 
unused capacity. I would say that is over stated 
a little, in the past we have discovered that when 
we think we cannot do anything, if we just press 
ourselves a little we can do it, and in that sense 
there is some unused capacity, but very little as 
is evidenced by the fact that we have just completed 
building an addition on our Edmonton plant, and we 
are building a small one in Saint John, and con- 
templating them in other places. 

COMMISSIONER DRUMMOND: So, by and large, 


there are seasons of the year when you have pig 
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marketing and you are operating to capacity? 

MR. McLEAN: Yes, The other factor, if I 
may mention that, it is the change in the character 
of the functions that we have already spoken of in 


the case of pork, pork requires considerably more 


Space and a considerably higher investment in machinery 


and so on, as well as investment to slaughter animals 
we have not tried to uncloud our crystal ball enough 
to say what form these products will be sold in 25 
years from now. I do not know what change in invest- 
ment that might involve. 

COMMISSIONER DRUMMOND: Speaking of your 
various plants, how many have you now across Canada? 

MR. McLEAN: We have 12, and that is 
dignifying one rather small place. 

COMMISSIONER DRUMMOND: You mentioned this 
Small plant, and that leads me to the next question, 
among these 12 there is quite a wide variation in 
size, and state of operation? 

MR. McLEAN: Yes. 

COMMISSIONER DRUMMOND: To what extent does 
that variation in scale result in a variation in 
operating costs -- again a general answer? 

MR. McLEAN: Yes, I will have to say there 
is no pattern. There are variations in efficiency 
of operation across the country, across our plants 
I should say, we keep records on plant activity 
per man hour and so on, the number of pounds and so 
on, and it varies, but I would not say that it 


is closely related at all to the scale of operations. 
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MR. CARROLL: In total expenditures there 
is relatively little difference, and no broad 
principle that you could say a big or small one 
costs less. 

MR. McLEAN: In the one plant the nature of 
operations might be different, but the total ex- 
penditures there is not much difference. 

Now, there is one size for some operations, 
and I think one example is putting sliced bacon in 
a package, a place has to be big enough to afford 
a wrapping machine for those packages, but in the 
main it is not much larger. Even a local dealer 
can achieve and in most operations the local unit 
does achieve the optimum size. 

COMMISSIONER DRUMMOND: To further elucidate, 
this may be an extreme, but let us compare your 
Toronto plant at one end, a large scale one with, 
let us say, the small one in Saint John. There 
is a tremendous variation there, would you say there 
that some of those operations are much more 
efficiently done or can be done than by people living 
in Toronto? 

MR. McLEAN: Saint John, I wish we 
could compare it with another one only for the 
reason that the one in Saint John we have not run 
as long as some other properties, and we think we 
have somewhere to go. Charlottetown is also a 
smallish operation, and I would say in Charlottetown 
the overall efficiency is somewhat less than Toronto, 


but not very much. There are a good many operations 
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which are more efficient in Charlottetown than in 
Toronto, In Saint John I would say that the overall 
efficiency is lower than Toronto, but we are not 
convinced that this is due entirely to the size or 


ts 
nan 


bad work. 

COMMISSIONER DRUMMOND: But scale would 
Deva racter, would it not? 

MR. McLEAN: Yes, I think I would have to 
admit that scale is a factor. However, I would say 
in well run operations with a good manager and equip- 
ment supervisory talent, it would not be a factor 
even with the enormous spread -- I would not say 
it would be a factor to any more than 4 per cent or 
5 per cent. 

In other words, assuming Toronto is 100 
per cent efficient, which it is not, an operation 
the size of Saint John, I would think with good 
management you should be able to get about 95 per 
cent, 96 per cent or 97 per cent, in that area in 
comparison to Toronto. 

MR. CARROLL: Perhaps I could make it a 
little clearer if the Commission is interested in 
this. Quite a large operation has its advantages 
where you have some operation such as rendering 
or the engineering that requires a man or certain 
men, no matter what size the operation, he should 
be able to do a small or a large one. At the 
other end of the scale, taking, for instance, 
the advantage of a small plant, you have so much 


shorter space to move the product, a great deal of 
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packing houses today must start on the killing floor 
and move to the meat room and into the fancy 

meats room, and then to the cellar and in a large 
place, because you cannot have everything close to 
everything else, the aovonaat of the product around 
takes a lot of labour. These are two examples of 
things there when you are differentiating between 

a small and large plant. However, ina smaller 
plant, the workmen have a better idea of what every- 
body else is doing, so control is easier, operations 
seem to run more smoothly. 

COMMISSIONER DRUMMOND: I would have thought 
that anyway you had an operation which was a highly 
specialized one; there, it could be done a bit more 
efficiently? 

MR. McLEAN: I think that is true if you 
were doing that operation all the time. There 
are many operations in the packing houses that you 
only do at intervals, and not only moving the 
product, but moving people from one job to another 
which involves getting people trained for different 
purposes. These are some of theproblems. 

COMMISSIONER DRUMMOND: Do I take it 
from what you say that for all practical purposes 
your two Maritime operations afe practically as 
efficient from the operating standpoint? 

MR. McLEAN: I think I already expressed 
slight reservations on the part of Saint John, 
but with the exception of those, yes. 

COMMISSIONER DRUMMOND: As you are well 


om — 

, : » 

Tien 

3 > : . ee > 
’ . 7 


a ; 
rer % : an = ve 
] TOL Bi 


4 
.) . go0Tl sae lil ade Gs iste Pele | geie 
a] 

ie Ye y ee & —Ts 
oe eohut “sat See Bhs moor porate 


Tin 
ay 7 Rome f cd * 7 as aay £ oT = 
seieahs 6 pet “bees cm liod:' ones ad cet bag monn 8 oa 
Dd od ea be mitt edie even Jonna o JegN ‘seitagga! son f ( 
lek | OE %% 


' - bavors Foubet¢ ‘pa? to THSMa VOM. ai aele” mate 
; 8 an 7 

ke ey! ‘i ie Awd tie wnedt - ne: "0 Yor, aS yay + 
aneaded oid tebdnronett! b ote: ee oe arcorragnte’ z 


ee 


getter 


es fii {tarde trald sated. bem Tene *s 


a 
ie 


Oyave galw 26 BORE seated: 2 ypcitiommion sah .unRi. + 


| 

s | 
ae 4. “* 
; 

j 


vtstese oF tantaocecog ,gAlobrerk “sala yhod 


ee oe i ¥ Sina 
.¥ Lege 6 stom iury oy Ney 
yorts sea pohew er yeHOrmy GOT? 2. LMMOS 


} aL wy : | a 
(inetd s vew “Tebow HOLOe tess te bad! coy Weenie Senee 5 
stom Jtd 6 esacb ed Dbisjoo. At weeny. 2Sno sac usiummlibc 
8 ee | Sef sotoke te 


wry, * = iz “el fond ort tay £ ‘ tMATIoM iM 


oieeT  ,caht of) Fle nodtereqo-teadd-srbeb stew 


yoy Gedy qvetrad aaiiead eaaCHk wah ce ‘Uttam ote 


id antvott vine tothe’, alevvedak a ob vino. 
pond ars + dol. -drto Gort gigned arc tvgh ahi es oubord 


hreralith tot Ba creck aldceq Stivvas Bev fount ftotcie 
‘amaidotgént To een. ote BBOAT, fy BOBOTINT 

‘Sole? (oT ote» sCMOUMUREASAOTOSIMMOD 
ie aiid rip ‘Shonnc £8 gent ISAT AEBS HOU, Jor mort 
a “a aie opty sts anolineane ein Tica Ow? MOY 
: TInt ocitite ster thi gesqo aid moet FystolIts 

. aBOiKS ySseorla “t Matdd«t > MAD TOM at) 


UNL iekas Yo: tha@iawts as, scotdeyappe ogres | 


| aeiy :4aiaieelebate aos Tg9os6. ont isthe unt Yq 


f. Oe ra 


riow exe RR" aA. aqHeRpEeE  MONBeTMMOO = ipiralen + 


= 


To 
li 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


{| 
Mi 


4096 


aware, I chose this because there have been dis- 


cussions from various people at various times 


about prices paid in the Maritimes, that they 
were not comparable. Now, speaking of this same 
factor of size, would this be a further deduction: 
You have large-scale plants, and some of your 
competitors also have some large-scale plants, 
but the largest percentage of packing plants 

that are characterized as such are relatively 
small-scale operations, is that true? 

MR. McLEAN: Yes, 

COMMISSIONER DRUMMOND: Do you feel that 
by and large those smaller-scale plants are just 
as good andoperate as efficiently from a processing 
standpoint? 

MR. McLEAN: Yes, I hope -- I think 
efficiency is in direct relation to the calibre of 
management, and a great many of them are very 
well managed indeed. 

COMMISSIONER DRUMMOND: Just because they 
are smaller is no reason for them to be inefficient? 

MR. McLEAN: No, within very narrow limits 
that is true. 

COMMISSIONER DRUMMOND: Would you add 
that it is because of the possibility that they 
are relatively efficient that they have been able 
to survive? 

MR. McLEAN: Yes, I suppose that is true, 
although we have never felt, we have never had the 


time or energy to see if it was possible to run the 
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whole packing business in Canada. In other words, 
I think it is a different business, and it is 
bound to be under different management, but in the 
main that is true. If they were less efficient 
they would not survive, if they were much less 
efficient they would not survive long. 

COMMISSIONER DRUMMOND: I am very interested 
in getting the special advantages which the small 
plants have, and the special disadvantages they 
have. We hear a great deal about this. 

MR. CARROLL: One factor that has not been 
mentioned, but it is obvious, I think, is that many 
of these plants operate in a local area both for 
product and/or consumption, and in many cases, as 
has been mentioned, transportation is important 
and it will become increasingly important so that 
the local plant is apt to have an advantage both 
ways in transportation. It certainly does not 
pay to truck stuff too far to decentralize it, 
and then take it back again. 

MR. McLEAN: I think it is also fair 
to say that a good many of the small operations 
operating in a local area are not government in- 
spected -- I do not mean the salaries of the in- 
spectors, but equipping the plant so that it is 
suitable for government inspection requires a good 
deal more investment, than a plant which is 
operated without government inspection. 

COMMISSIONER DRUMMOND: You are thinking 


of some of these things called slaughter houses rathe 
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I am not, there are a 


MR. McLEAN: No, 
are not government inspected, it 


good many that 
is not regulation unless you are going to ship 
interprovincially, so there are many, many people 


who do not do that. 

COMMISSIONER WALTON: It would be local, 

they would not be moving frozen hog carcasses --? 
They might, very easily: 


MR. McLEAN: 
if they operate in Ontario they might 


In certain periods of the year, 


For instance, 
This aan 


well do that. 
it is deficient of pork products, 


Ontario and there is more consumption than the 
so they might well do 


animals that are killed, 
that, and they can do that, of course, bring in 


frozen pork goods, buy them from a broker or from 
an inspected plant in the West, so long as they 


do not ship the product they produce out of the 
How do you handle 


province. 
COMMISSIONER DRUMMOND: 
the by-products from plants such as your small 
ones in the Maritimes? 
MR. McLEAN: we are reasonably well 
equipped to handle by-products at all our plants 
with two exceptions, the principal exception would 


Well, 


be Moose Jaw, where we are not as well equipped 
as we would like to be. This scale of the operation 
is so small it is difficult to afford by-product 
equipment, and the complexity of by-product equip- 
certainly true that we have more 


ment, it is 
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elaborate equipment at our larger units, but when I 
say larger units I am only really excluding the two 
and the remaining units are equipped in approximately 
the same way. 

COMMISSIONER DRUMMOND: Well, does that 
suggest that a relatively small independent packing 
plant can technically make efficient use of by-products? 

MR. McLEAN: Yes, very much so. It requires 
some investment, of course, but the scale of operating 
in by-products is not a difficult problem at all, 
you can operate at quite a really low scale on by- 
products. There is equipment available which we 
have in some of our plants which allows you to 
operate on quite a small scale. 

COMMISSIONER DRUMMOND: Turning to something 
quite different, the disposal of your processed 
market, you have over the years had a number of 
branch houses, is that correct? 

MR. McLEAN: That is right. 

COMMISSIONER DRUMMOND: And quite a large 
sales force? 


| 
| MR. McLEAN: Yes. 
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COMMISSIONER DRUMMOND: In recent years I 
presume that you have sold a constantly larger fraction 
of your total outlet directly to the larger buyer? 

MR. McLEAN; Yes, I would say that is true. 
Mind you, we have always sold a very considerable per- 
centage of our output directly, but it is quite true 
that in recent years the volume to our branch house 
operation compared to our total operation would be a 
smaller percentage of our total volume. 

COMMISSIONER DRUMMOND: Does that mean that 
the need for branch houses is, to some extent, becoming 
less? 

MR. McLEAN; Yes, depending to quite anex- 
tent on the part of the country you are talking about. 
However, that is quite true in some locations. 

COMMISSIONER DRUMMOND: It would not be 
true of Newfoundland? 

Mk. McLEAN: No, and it probably would not 
be true of Sydney, Nova Scotia, for example. 

COMMISSIONER DRUMMOND: And, similarly, 
Since you have sold, I suppose, a steadily larger frac- 
tion of the product in large quantities in this direct 
fashion, there has been less need for this large 
selling force? 

MR. McLEAN: To some excent that is true, 
although the need to observe and service, if you like, 
your product in the stores has by no means disappeared. 
Even chough you sell it to a central buyer, there is 
still considerable need to observe and service your 


product at the point where the customer sees it. 
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MR. DICKSON: we might also point out that 
while it is quite true the percentage of our total pro- 
duct is being sold to large accounts, as we call then, 
the fact is that the dollar per tonnage sold to inde- 
pendents has not decreased. Really, what we are saying 
here is that what additional sales help we have required 
has been on the part of large buyers, while we have 
maintained our sales force in the distributing trade. 

A salesman can make so many calls a day and sell so 
much product, The fact is, he is not quite, but just 
about, holding his own, However, you have not had 
the increase with the tonnage; in other words, per- 
centagewise yes, poundage just about holding its own, 

COMMISSIONER DRUMMOND: so you have 
actually retained up to now substantially all your 
sales force? 

MR. DICKSON: Substantially; there have 
been minor changes. We amalgamated in the City of 
Toronto where it has been possible --- 

MR. McLEAN;: In the larger urban centres 
we have been able to reduce, In the other areas, no, 

COMMISSIONER DAUMMOND: Would it be true 
to say that as these sales to large accounts increase 
that that is a way of saying that the wholesale func- 
tion has been increasingly performed by someone other 
than yourselves? 

MR. McLEAN: Hardly, I think, It depends 
on what part of our business you are talking about. 

If we could break that question down and talk about the 


meat business as such, this is hardly true. The 
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'wholesale function has never been substantial in Canada 
~~ or, not in a long time, except for specialist sup- 


| plies co restaurants and hotels, and so on, which still 


are in approximately the same position in the crade 
that they always were. But, the wholesale function -- 
really, there hasn't been a wholesale function in most 
of the meat business, 

COMMISSIONER DRUMMOND: vell, you, your- 
selves, have been really performing the wholesale func- 
tion? 

MR. McLEAN: Thatis correct, and still are 
in the main. 

COMMISSIONER DRUMMOND: That is my question, 

MR. McLEAN: Oh, well, let me put it this way: 
on fresh meat this is nearly true; it is not quite true, 
I would have to qualify it some, but on fish meat and 

;On most packaged meats, although the corporate and 
voluntary chain groups purchase centrally, we still, in 
the main, deliver to their stores individually, This 
is not universally true. There are some chains which 
,Operate their own organizations -- in the metropolitan 
areas, but not too many. In the main, we are still 
doing the distribution job. So, in the main, that 

is still part of the wholesale function; in other 
eda. it has affected the actual selling cost -- it 

is not to a large extent -- in fact, the distributing 
cost, It has only affected the distributing cost to 
the extent that on the average the chain stores operate 
larger units than other retailers. So, the more you 


can deliver per unit the lower the delivery cost. 
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COMMISE LONER DRUMMOND: You lower your de- 


livery cost there as well? 


MR. McLEAN: Well, slightly; the principal 


cost is moving your truck up and stopping at all. So, 
the amount of delivery per stop is not quite as impor- 
tant as it appears. 

COMMISSIONER DRUMMOND: But you do save on 
your selling expenses? 

MR. McLEAN: Yes. 

COMMISSIONER DRUMMOND: Which includes, I 
suppose, your accounting? 

MR, McLEAN: Yes, but even our accounting -- 
to some extent,credit, for example, on actual documen- 
ting of invoices you are in the same position. We 
normally supply one invoice per store, but although it 


is all one order in one large piece, we break it down 


for the purposes of delivery invoices. 
COMMISSIONER DRUMMOND: If you sell to the 
large supermarkets you presumably deal directly with 
their buying representative. Nhen you sell to the so- 
called voluntary chains, who exactly do you see? 
MR. McLEAN: This is a very mixed system. 
Perhaps Mr. Dickson could reply to chat. 
MR. DICKSON: Actually there is a pattern -- 
some of the larger wholesalers are now buying on behalf 
of their members, but I would think that percentage- 
Wise -- well, I would hate to guess at a percentage -- 
but there are still a large number of wholesalers who 


request that our salesmen go to the stores and book 


the order. 
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MR. McLEAN; It also depends on the product. 
There are voluntary groups who buy one product with a 
central buyer and, on other products, they wish our 
salesmen to solicit orders. 

COMMISSIONER KIDD; In discussing the point 
of return on investment you have set up a theoretical 
example: now,you say,that-if you follow that example 
through this would represent a return of 4.5 per cent 
on investment after tax, and on the next page you say 
that if the average value of fixed assets is only one- 
half of their replacement value, this would be 7.7 per 
cent? 

MR. McLEAN: Yes. 
COMMISSIONER KIDD: What has been your 
actual return on investment? 

MR. McLEAN: I have explained that in the 
meat business this is practically impossible for us to 
calculate, but on our whole business -- on our total 
business -- I have it calculated it here for the past 
few years, and it runs: 


Fiscal 1958 9.1 per cent 


Fiscal«1957 9.1 per cent 
Fiscal 1956 9.9 per cent 
Fiscal 1955 9.0 per cent 
Fiscal 1954 9.4 per cent. 


COMMISSIONER KIDD: 


You say in your theore- 


tical example that you could estimate the profit to be 


$1.50 a head: is this with or without by-products? 


Mk. McLEAN: 


COMMISSIONER KIDD: 


This is with; all in. 
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ways: one, it is a new company and a new plant? 


MR. McLEAN; Right. 

COMMISSIONER KIDD: Two, it is an addition 
to present plant capacities, Well now, if it is an 
addition to present plant capacities, this could only 
mean adding to volume? 

MR. McLEAN: I am sorry? 

COMMISSIONER KIDD: If this is in addition 
to present plant capacities, it simply means you would 
be adding to volume of sales? 

MR. McLEAN: We would be hoping to, yes. 

COMMISSIONER KIDD: So, if you add to the 
volume of the sales, then in this hypothesis, your 
income would be greater? 

MR. McLEAN: That is correct. 

COMMISSIONER KIDD: So that the 4.5 per cent 
return, if we look at it from that angle, probably 
would not bear too much relationship to reality? 

MR. McLEAN: Oh, yes; our general experience 
is that additions to existing plants are more expensive 
to complete than starting with a eS of ground and 
building a new one. 

COMMISSIONER KIDD: Oh, yes, more expensive 
to complete, but the point is they add to volume and 
spread costs, and you get more sales? 

MR. McLEAN: No, that is not quite correct, 
I don't think. We add to the volume, but we have also 
added to our investment, and there are several ways to 
look at this. You can look at your overall position 


before and after, or at the money you have to spend on 
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the addition, and the profit which you would attribute 


to the extra volume, and if you did that I would say 


you would come back very close to the figure of 4,5. 
But, if you look at it on an overall company position 
before and after, in our case, depending on how large 
the addition is, you would have to see what the dilu- 
tion factor is -- it may not change it very much, be- 
cause the dilution factor is so great. 

COMMISSIONER KIDD: ‘Wouldn't it be better to 
look at the overall picture and calculate what the rate 
of return has been on the overall plant as depreciated? 

MR. McLEAN: This is what I have done with 
this 9.1, but it does not represent meat goods. This 
represents all of our business, of which there are 
very substantial pieces outside of the meat business. 

COMMISSIONER KIDD: Are your selling prices 
the same to all customers within an area? 

MR. McLEAN: No. 

COMMISSIONER KIDD: What accounts for the 
difference? 


MR. McLEAN: The type and size of customer; 


would be the principal factor. 
COMMISSIONER KIDD: Has there been much of a 
change in the pattern of selling, that is to say, has 
the control of selling price shifted in any way in recent 
years -- the control of your selling price? 
MR. McLEAN: I would not say appreciably, no. 
COMMISSIONER KIDD: It has not shifted into 


a delivery cost to us sold delivered; the volume buying 
the hands of the buyers away from the sellers? 
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MR. McLEAN: I would not say so. We used 
to argue with them and we still do. 

COMMISSIONER DRUMMOND: Do you argue a little 
more lively now? 

MR. McLEAN: This is very difficult: this is 
a subjective measure. There is no objective way of 
getting at it. 

COMMISSIONER KIDD; I am asking you some of 
the same questions I have asked other firms, and we have 
had given to us that the large chain stores have, to 
quite a degree, obtained control of selling price of 
the packer's products; in other words, that the pres- 
sure has come on the packer from that end. You are 
not so sure of that? 

MR, McLEAN: No, I am not, The buyer has 
always had control of the packer's selling price under 
certain situations. It depends on a great many things: 
for example, it is not by any means unusual for packers 
in the meat business to go for quite considerable per- 
iods suffering losses on meat products. If we had 
complete control over our selling prices, we would not 
do that. Under those particular sets of circumstances 
the buyer obviously has control and presumably is being 
pushed at the other end by the consumer; the retailer 
is putting downward pressure on our selling price, and 
presumably the reason for that is the downward pressure 
on his price by the consumer. 

COMMISSIONER KIDD: Would this work back to 
the producer? If you have the downward pressure of 


the retailer on the packer, does this work back to the 
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producer? Does it lower his chance of improving his 
position? 


MR. McLEAN: Again, I would have to say 


that only under certain conditions yes, On the 
average, however, I would say that the large buyers 
are in the main very expert merchandisers, too, and 
these are very difficult figures to get at and very 
difficult to form objective judgments on this. I 
would say, on the average, the ability to move pro- 
ducts in the large buyers results in the producer 
probably getting a higher price, on the average, and 
at certain times lower -- and other times higher; in 
other words, if thereis a certain amount of Livestock 
grown, I think the one important thing to remember is 
neither the packer nor the retailer or consumer has 


any control of the quantity that has to be moved. 


a result of many individual decisions on the part of 
the producers, there is a large increase in the amount 
of livestock grown, under those circumstances the large 
buyers are very expert indeed at moving large quan- 


We merely move the livestock that is grown and if, as 
tities into consumption. 
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COMMISSIONER DRUMMOND: 


What you are 
at other times seller's markets. 


suggesting there are at times buyer's markets and 
MR. McLEAN: 


reaily either one in. point. of fact. 


That is right, there is never 


COMMISSIONER KIDD: 
on the sizes of sales. 


The emphasis resolves 
MR. McLEAN: 


Yes, to a certain extent, and 
of course, if you buy a great deal more product you 
get a lower price. 

COMMISSIONER KIDD: 


Is it necessary for 
the large packer to grant the retailers allowances 
of any kind? 

MR. McLEAN: I would like -- The word 
allowances is pretty broad. 


COMMISSIONER KIDD: 


If you mean -- 
advertising allowances. 


Quantity discounts, and 
MR. McLEAN: Yes, in some products although 
very little on meats. There is a good deal of data 
on this in the answer 


to the questionnaire. 
COMMISSIONER KIDD: 


I know that. I am 

wondering if for the purposes of understanding the 

effects of the allowances, you could perhaps explain 
the situation a bit today. 


MR. McLEAN: I am sorry. 
whatever it is. 


I will 
I am not sure, 
what we are trying to get at. 


try to answe 

for instance, just 

COMMISSIONER KIDD: My question was, is 

it necessary for the large packers to grant allowances? 
MR. McLEAN: 


We have already stated, for 
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in 


instance, we sell larger quantities of product 
at lower prices. This presumably is a volume allowance, 
if you wish, or quantity discount. There are products 
are certain advertising allowances 
I cannot see any one 


on which there 


They are not meat products. 
None on fresh meats. 
Would there be any 


in meat products. 
COMMISSIONER KIDD: 
Say on your branded meat product? 
MR. McLEAN: Let us start at the other end, 
Canned meat, yes. It is 
Actually the figures 


whatever that may be. 
to quite a considerable extent. 

to the questionnaire. 

Smoked 


are given in the answer 
Cooked meats to some extent, but less so. 
meats almost not at all, but to a slight extent, but 


less still and on fresh meats not at all. 
In addition there are many other products 


we sell such as canned goods, canned fruits and 
vegetables, there are advertising allowances avail- 
able on every sale which would vary in size or 
percentage for the sale price, according to 

In every sale did 


quantity. 
COMMISSIONER KIDD: 
In the case of canned fruits 


you say? 
MR. McLEAN: 
It is not just charged 


and vegetables, yes. 
COMMISSIONER KIDD: 

for certain products or for promotional reasons? 
MR. McLEAN: No, I said -- I am sorry I 

I said they are available on every sale. 


misled you. 
However, they are only available by mutual agreement 
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on what they will be used for. 
COMMISSIONER KIDD: You have some say as 
to whether it is going to be an advertising 
campaign? 
MR. McLEAN: That is quite right. We 
have discussions with the retailers concerned. 
In fact there are many sales made where an allowance 
is not given because the retailer is not prepared 
to do advertising and what have you. 
COMMISSIONER COUVRETTE: Just one question 
for clarification purposes. You mentioned the 
chains are buyers, and what do you include chains? 
In what group do you include the voluntary chains? 
MR. McLEAN: From our point of view and 
for most of our own thinking we include them with 
the corporate chains because they are dealing with 
a great many products. From our point of view, 
dealing with them is similar to dealing with 
corporate chains. I am afraid you would have to 
have some considerable variation of the voluntary 
chains to make Mr. Dickson's answer to that 
question correct. This is a subject about which 
we are most confused ourselves. From time to time 
various groups have different practices. From the 
supplier's point of view it is much easier to 
deal with chains than with independents in deliveries. 
The opposite is true, so there is no clear-cut 
Line. 
For instance, in many groups our salesmen 


solicit orders from the individual stores at their 


cd ada \ dane “cia tel. 
ideiechaias tel siete 

ah a gh aa Ae 

. atti ‘ot Ving at saree a 


: arr 


becvangarern wre fied ee eed co tw ange 
be ek Dt oe R 


iu rey y r a aerate Sham helaes: “Grease ane yond abn 


“per . 


Heh pat Jost’ sy erate sridsaanosed Mba 
ee svat teabad: spuiaibite i i a) 


4 
| a tee 
iT ‘teenth enn £406 TeereReNeD AEMOTSE AMOS) es 
' : 
eX ; wees 
‘ | art bak SHG le? peekegmng nokseo! wriags ce 
7 any PT 7 


Cveweo sod sak: ‘hae eh tarke: bem ee ge Weta ‘antedo 
a) ; : eo ote 


Cone ay ae Ppa tly 


; Paterna: yee tid be seo ain woy, qe 

; | baa te’ tn date a moet tA aM: ay ptt ae a 
Sob ats See de ahaa, rw. sie 8 Sasa nee, 

. tal #3 3 nee: eit yard counted entests, aiaxoquab oii 


Wot TO hod ae meth t. —aday besg yr. dperg Fa) 
: 4 ow an? paty) @ sites swe. mente rep kw anh tne 
— Ww OVE, 2 Prey ' “SBI Ts vi 


i+ Git = toe ey Bekah -pateds edamogres 

We ‘inant it - cunt oe we IY Oy 

. verses oy Ga Yous Meutesy etdersp eos ameereved 
= * 485% « . 


rt 

e ofr. 

By ae a ‘ 7 Lt 
nid af Aadaae bi ca oF ekans 

z wi = Ey) Why es 
\ Sulhee ee A a A 
Ixodes Bret due ee Brae! aoeeion noldeonp 

riers 

ee ee re 


rah? aos “pervtagive Hoey ies 5 ke onan 
7 4 ay iy eg +35 


5% aan Vie TSTTED gah equa vain 


yeh 


Me an ape eh ah ogee tv Tee ate ae bape hegre 
ae, on eit : Pate a ‘De 24 Way 
csunten 7!) atemdes ADSM: tw. pete, prbeiti idea feo 

ry a. . 


dsyaatn i eX Saama da. se BY wh, ptteoie vent? 


ae Pa aa” a aaa a 


ontl 


P : + Foye! mate! 
fy rire eee Eat oh n@ eG Eeenk, tek ol on 7 
jj Beers Se etbata Rica sues nabro dlot fon 


= b= soe to 


il i 


r , wy 1 eee ee i) 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


hi12 


request, so from our point of view they look like 
independents, but from the point of view of sales 
expenses and delivery expenses and all the rest. 
‘ COMMISSIONER KIDD: Just a moment ago at 

one point were you suggesting that the return 
to the company from your other lines of food products, 
was greater than meat? 

MR. McLEAN: I did not say food. I would 
like to think about that, to see whether it is true. 
I can't think of one at the moment. 

MR. CARROLL: I would say the other products 
include some food products. 


MR. McLEAN: I was suggesting it on other 


products, products other than food in the main. 

COMMISSIONER KIDD: On investment? 

MR. McLEAN: Yes. 

COMMISSIONER COUVRETTE: I just asked for 
clarification purposes. 

MR. McLEAN: I am sorry. I can't add more 
to help you. 

COMMISSIONER WALTON: I think this is just 
for the purposes of clarification too. I noticed 


that between A and C grade hogs, there is a market 


C hogs, but in the actual processing you could con- 
ceivably get a very good Grade A product out of a 
C grade hog. 
MR. McLEAN: That is quite right. 
COMMISSIONER WALTON: Presumably from a 


differential of approximately $3 against the grade 
Grade A hog, you could also have some Grade C product 
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coming out of the Grade A, 

MR. McLEAN: Very rarely. It could happen. 

COMMISSIONER WALTON: Because of this 
factor it is really only the brand name to the 
consumer product where the identification is. 

MR. McLEAN: That is quite right. It is 
the judgment and the integrity, if you wish, of the 
processor. 

You will notice in the chart which is 
attached or the table rather, that is in the brief, 
you will notice, for example, that all of the cuts 
and sundries have been shown exactly. the same for 
"a" and "c" with the exception of bellies. You 
get a much lower percentage of Grade A quality 
bacon out of C grades thanA grades. So we have shown 
the value of bellies to be 3 cents a pound less 
than Grade A. 

Actually on cutting tests of bellies or 
slicing tests, the differential is actually a little 
larger than that. This sort of figure of 3 cents 
is not true. They are at equivalents but one "C" 
grade may be different from another "C" grade hog, 
so rather than confuse the issue more, we have 
shown them to be equivalent. Even showing them 
to be equivalent, the difference in value is greater 
than the three cents differential. 

COMMISSIONER MacKICHAN: I have one 
question. While this does not come within the 
terms of reference exactly, would you name -- not 


in specific quantities, but name the normal food 
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products that would come into this. 
Fertilizer, chemical 


MR. McLEAN: Yes, 
fertilizers, animal foods, soap, detergents, glycerene, 


I have a list here, gelatine -- that is a 


leather. 
food product of course. 
COMMISSIONER MacKICHAN: I just had in 

the 


mind the major ones. 
The major ones are 
feed and leather. 


MR. McLEAN: 
fertilizer, 


soap and detergents, 
After that we get down to the smaller ones, feathers 
and down. 
COMMISSIONER MacKICHAN: Under what 
heading would have integrated, let us say, the broiler 
Would your broiler business in Nova 


business? 
Would it be a factor? 
Aiy. 


Seotia come in? 
MR. McLEAN: 


MR. CARROLL: 


I am sorry, 
It is included in the meat. 
Then in the food inspection 


Yes. 


MR. McLEAN: 
there you have other products, of course, butter, 
ice cream, fresh fruits and 


eggs, cheese, poultry, 
vegetables, canned fruits and vegetables and 
Has there been 


pickles. 
COMMISSIONER DRUMMOND: 
any reduction in the seasonal character to your 
The season swing is not 


With hogs, for instare, 


precessing operations? 
Yes. 


MR. McLEAN: 
so great as it used to be. 
there is a more level supply over the year. 
However, there is still a very substantial amount 
of seasonal swing. This trend, I would expect, 
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would continue. 


COMMISSIONER DRUMMOND: In so far as this 


has happened, it will have a contribution to cost 
increase. 

MR. McLEAN: Yes, because of the lower 
total facilities to process everything that comes 
neo 

COMMISSIONER DRUMMOND: One final question. 
This may not be fair. Have you noticed any, shall 
I say, distinct preference on the part of the general 
retailers to buy from the independent packers first 
or as much as possible before coming to the larger 
packers? 

MR. McLEAN: I am not sure I understand 
the definition of the word "independent". 

COMMISSIONER DRUMMOND: I am thinking, I 
suppose, of a packer that has a single plant operation. 

MR. McLEAN: I would not say a distinct 
preference, no. Certainly chains buy from almost 
all packers. There are some single plants, if 
you like, or independent small packers, who specialize 


in selling chains, if you like. I think that is 


am not sure which comes first. 

If you are talking about one small packing 
house in a large urban centre, possibly one way to 
sell their products at a very low sales expense 
is to sell to nobody but chains. 

COMMISSIONER DRUMMOND: I was thinking 


the question of the chicken and egg process. I 
of the point that Mr. Kidd raised earlier. That was 
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that the chain buyer had a very strong buying power. 

MR. McLEAN: Yes. 

COMMISSIONER DRUMMOND: Naturally you want 
to buy from, I would think, the weaker seller, the 
one with the weaker bargaining position or weaker 
seller. He might, it seems to me, think of the 

smaller scale packer as a person who might have 
less ability to dictate their prices. 

MR. McLEAN: TI don't think we can -- 

MR. CARROLL: I think I might suggest, sir, 
that in the case of the meat business, all packers, 
large and small, have their back against the wall. 

Within half a per cent or so you can't squeeze 
very far. 

THE CHAIRMAN: Mr. McLean, it is on the 
record that when Burns Company representation was 
here in reply to a question Mr. Munn did say that 

within recent years they have had to modify their 
selling procedures to a considerable extent in view 
of the development of the large buyer, and that 
they were feeling pressure. You have not apparently 
been prepared to go as far as Mr. Munn. 

MR. McLEAN: I would say that our answers 
may only be different somewhat by the difference in 
degree. We may have misled you, or unintentionally 
misled you slightly in saying we have not modified 

our sales procedure. We have, of course, but we 
don't consider it a major modification by any means. 
If we speak about branch houses, I think there is 
no question but that in certain areas, branch houses 
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are becoming less necessary, but however, it is mainly 
due to improved roads and quicker transportation more 
than it has anything to do with the sizes of buyers. 
We. I think, will require modification, and require 
modification right now as far as the chains or 


chain store organizations are concerned. As I 


a el 


said before, we don't -- although we don't sell 

at the store level, we have found by experience 

it is necessary to observe your product where the 
customer is going to see it. It seems only in your 
own interest. 

MR. DICKSON: I wonder if I may be permitted 
to say this, that with the chain development, that 
the type of salesmen contacting that customer, has 
to be of a somewhat different calibre than the man 
that was in the country in this way: First of all, 
you have a businessman who is at the store even to 
a greater extent, because the chain stores put a 
merchandising man to a greater extent than the 
individual independent store. They are looking 
for some integrated programme such as "Will you be 
able to move in greater quantities?" "Are you 
planning an advertising program?" "Are you planning 
to advertise in the paper?’ 

These men contacting in the chain have 
to be well informed men. 

MR. McLEAN: The better rounded men, if 


you like. 
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COMMISSIONER COUVRETTE: Just one question 
in a general way. If the large retail operations 
had higher costs than smaller operators, would they 
be able to upset an important part or most of it 
through the special quantity discounts or allowance 
that they would get from you? 

MR. McLEAN: No, sir, certainly not in che 
meat business, Let us again break the business up 
because there is a difference here and certainly in the 
meat business, certainly not, In the other business 
I would say not too. These economies in large-scale 
buying are there all right but they are minor, There 
is not much room for them. You see, if our average 
profit on meats is a quarter of a cent a pound, and 
being a little generous, that is the best he could do, 
He could talk us out of all our profit but that is 
the best he could do. 

COMMISSIONER COUVRETTE: Of course, it would 
be a quarter of a cent a pound at the end of the year, 
for every pound you sell. It would be much more in 
large quantity selling? 

MR. McLEAN: Yes, I am sorry;I thought your 
question referred to the ratio of the savings that might 
be made to the retailers' operating expenses. I do 
not think that would be a very significant part. 

THE CHAIRMAN: Mr. McLean, we have been 
keeping the ladies waiting and this is a dangerous 
thing; although we could continue to ask more questions, 
I think we will stop at this point. 


I would like to say again that some time we 
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may want to talk to you about hog marketing. 
MR. McLEAN; I would like to do that very 
much, sir. 
THE CHAIRMAN: Thank you very much indeed. 


We will stand adjourned for ten minutes. 


---Short recess, 
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Submission of 
THE NATIONAL COUNCIL OF WOMEN OF CANADA 
Appearances: 
Mrs. F.E. Underhill 
THE CHAIRMAN: We will now hear the brief 


on behalf of the National Council of Women of Canada, 
and it will be presented by Mrs. F.E. Underhill. 
Will you proceed to read your brief, please? 

MRS. UNDERHILL: Yes, Mr. Chairman. Mr. 
Chairman, Mrs. Walton and gentlemen, the National 
Council of Women of Canada, an organization of 
women's groups -- federated to further their mutual 
interest and the betterment of the Canadian way of 
life and representing 700,000 women -- submits 
this brief for the following reasons: 

I. To present their interest in a sound 
national economy, which will not only preserve 
our high standard of living, but stem these rising 
costs and maintain fair prices. 

II. To forward criticisms and complaints 
of present economic practices which seemingly result 
in unnecessary costs. 

III. To inquire whether the rising cost 

of food could create health problems. 
zx. To present their interest in a sound nationa 


economy, which will not only preserve our high standar 
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of living, but stem these rising costs and maintain 
fain prices. 

(a) Throughout Canada, women are disturbed 
by the high cost of living, its spiral climb and 
the danger that it will continue to rise. The 
dollar has not only lost its purchasing power but 
true value is not always received. 

(bo) The National Council of Women of 
Canada are perturbed by the unusually high level of 
unemployment which exists at this time. Lt is not 
only the family of the unemployed citizen who suffer 
but the effects of unemployment are contagious, 
with the result that ultimately the whole Canadian 
economy reacts. 

Es To forward criticisms and complaints of 
the present economic practices which seemingly result 
in unnecessary costs. 

In this era of mass emigration from rural 
areas to the city and adoption of the ways of urban 
life, increasingly fewer families can grow their 
own, make their own, or do without that which they 
cannot do for themselves. Money is an absolute 
essential to healthy wholesome living and to family 
security. The price, quality and the supply of 
consumer goods is therefore of vital concern to the 
700,000 women who compose the National Council 
of Women. For these reasons the women of Canada 
want the following -- which we submit would be ef- 
fective in maintaining a high standard of living 


while retaining fair prices to all, give better value 
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for money received and ultimately have a favourable 
effect on Canada's economy -- 

(a) Standards: 1. Standards of quality 
ought to be defined in consumer goods of every type -- 
food, clothing, appliances, etcetera. Moreover, 
reliable information about the product involved 
and its standard of quality should be available "at 
the point of sale". 

2. The establishment of defined standards 
of quality in consumer goods will necessitate regu- 
lations, both federal and provincial for the in- 
spection of such standards and the enforcement 
thereof. It will also be necessary to appoint adequate 
Sized staff in both the federal and provincial govern- 
ments, or a combination of these, to meet the 
rapidly increasing demand which adequate inspection 
will require. 

3. The standards of processing, storage 
and distribution of food products to comply with 
the requirements of Canada's Food and Drug Regu- 
lations should be strictly enforced. Moreover, a 
trained and adequate sized staff must be maintained, 
not only to inspect, but to inspect as frequently 
as rapid compliance with continuous orders 
received for food products may demand. Only in this 
way can we be assured that the food involved is 
clean, sanitary and free from bacteria. 

(bo) Marketing: While it would appear 
that marketing boards for every type of product 


grown are becoming more prevalent and powerful in 
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There should 


in certain instances by the federal govermment and 


the control of production, marketing and cost of 
primary products, it is essential that equal con- 
Sideration be given to the rights and needs of the 
consumer, producer and the distributor. It will 
always be a mystery to the citizen why a basket of 
peaches purchased at the road-side stand in the 
middle of a "peach area" costs the same amount as 
that same basked shipped 300 miles away -- this 
Situation could be duplicated in almost every grown 
product, and in every part of Canada. On all marketing 
boards, the consumer should be represented. 
(c) Taxation: 
1. As food is absolutely essential for 
life, no sales tax should be levied thereon. It might 
be well to mention here that women feel that the sales 
tax which applies to margarine is discriminatory. 
2. Re the imposition of taxes and tariffs 
on food, it is essential that consideration should 
be given to the burden of costs and to the limitation 
of supplies that taxation of certain products would 
impose on consumers as compared to the benefits hoped 
for by the economic group requesting their imposition. 
(d) Support Prices for Primary Products: 
While the women of Canada realize that a level of 
Support prices for primary products must be recognized 
by producers, it is essential that the rights and 
interests of the citizens be considered. 
be consumer representation on the Agricultural 
—____|| Stabilization Advisory Board. 
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(e) The "Middle Man's" Contribution to 
Price Spread: While the "middle man's" contribution 
to food selling has resulted in a wider and deeper 
penetration of the potential market, at the same 
time the cost of whetting the appetite of the 
consumer and creating a desire in him for foods or 
merchandise of a better quality, has resulted in 
higher prices at retail, or a reduced share of the 
consumers! dollar at the farm, or both. This has 
been accomplished by two means: (i) sales promotion 
and (ii) packaging. While these two factors are 
basically different aspects of merchandising, yet 
of late years one has been used as an aid or comple- 
ment to the other. 

i) Sales Promotion or Advertising: Women 
are aware that the medium of advertising is a very 
important factor in our economy. Advertising has 
not only been "pitched" to create desires but to 
make them necessities. The result of this should be 
an increased sense of responsibility on the part 
of the producer, processer and merchandiser to the 
Canadian citizen and to the consumer, not only to 
give good and fair value for money received but not 
to mislead by either advertising couched in clever 
phraseology or packaging of a deluding nature and 
possibly containing a costly "give-away". 

Canadian women want value received for 
money paid for a product -- they do not want costly 
and wasteful "give-aways", premium deals and 


"eimmicks" . They resent paying directly or indirectl 
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for advertising in which some companies compete 
against themselves in childish radio tunes and TV 
cartoons -- the repetitiousness as well as the mis- 
leading content of this type of advertising is 
annoying. 

ii) Women want goods simply packed in 
standard size. In this way not only will what is 
precisely required be available but the price 
spread between what the producer receives and the 
consumer pays for the goods will be at a minimum. 

For example, -- three pounds of rolled oats in an 
ordinary sturdy paper bag costs 29 cents -- a pack- 

age of similar size gaily printed is priced at 41 cents. 
Women seek the right to choose a product on the basis 
of true value. We submit, therefore, that economy 

in packaging should be studied; for example, - 

Jelly Powders are 3 for 29 cents, these could easily 

be packaged together and accordingly sell for less. 

To obtain "something for nothing" is an 
economic impossibility. We hope that the premium 
or "something for nothing’ period is rearly over. 

The enclosing of a product in a package planned and 
engineered to draw sales by the attractiveness or 

eye appeal of the package, without due and sufficient 
regard to fair value given therein, comes close 

to deception. Women deplore the use of cellophane 
bags when their use enhances the looks or prettiness 
of a product and not the value. It is interesting 
to note that frequently these cellophane bags hold 


less than standard weight; and because staples are 


oe ee al 


ron. OMkOe sobs ree 
ae ele ach 


nidbncer’ wel 


pie 
f ype ones 

we | cadw neewds aon 
-< 

‘ry? aved omar S 


ied, coremixs: Hoe | 


‘éetev ent to). 


} 
Cadet sth in taévong nt | 


atak. Brahh or Vito Dis 


ne. tiesoego*heyaniona ot : | 


beara" a0 


| < fo te " oe * aa 
L ~¢ 2 °° wok ead 5 “6 ont 
' 


ras warts o® hers anhaas 


oe ea, 


“th sags | aye 


rigged ipa col ato pall 
rinse “santos mae a3 
‘oa - a ae ened. ogee Gre Mess 7 oc on tosh 
(1 - vel arte ae 5 Mani eg: 


sola rade ead i Hie fy ris ine 
eet ie 


‘d 


i 
iii 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


octet 


4126 


used for closures of these food and candy bags, one 
must be careful that the staples do not slip down 
into the product and become dangerous. 

The value of a product should sell that 
product and not the advertising or packaging con- 
juring up a desire. Moreover, advertising should 
be honest and factual, the packaging should be 
clean, plain, and in standard sizes. 

(f) Resale Price Maintenance: The National 
Council of Women of Canada reiterate their support 
of Section 34 of the Combines Investigation Act. 
Price of a product should depend upon value given 
to the consumer and not upon any price arbitrarily 
set by a manufacturer. The price set by a merchant 
for his merchandise should reflect his efficiency 
as a business man and not a dictate of the manu- 
facturer. We submit that not only is competition 
essential for business, but ultimately the consumer 
will benefit by astute merchandising and lower 
price reflecting greater demand for products of 
proven quality. 

TII. To inquire whether the high rising cost 
of food could create health problems: As there 
is a definite trend to urban living, it is essential 
that money replace man's effort to grow his own or 
make his own. Is it possible that in an effort 
to budget economically yet falsely the housewife 
finds some basic foods too expensive to buy in 
necessary quantities for the sound nutritional needs 


of her family? To be specific -- is the high cost 
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of milk making it too difficult for mothers to feed 
growing children sufficient quantities of milk? Do 
not old age pensioners and older people on fixed 
incomes have a similar problem? 

Despite our population increase our milk 
per capita has remained constant, due to an increased 
consumption of cheese. While cheese is high in 
food value and low in cost, government nutrition 
experts advise against substituting any food for 
milk. We submit, that the price spread on milk 
should be scrutinized, and be reduced if possible, and 
careful consideration be given this matter by our 
government in view of the basic place milk holds in 
the nutrition of young and old alike. 

Conclusions: 1. We submit that in an era 
when retail sales in Canada (1957) exceeded 14 billion 
dollars and food store sales soared to 3 billion 
dollars, it is essential that consumers' statistics 
be published on conditions of supply, processing, 
distribution as well as production of consumer goods, 
Bere cnally foods, and the costs and the development 
of their services. For example, -- we are told 
from time to time that with the current rate of 
increase of our population, and with the number of 
cows remaining the same for over a decade now, a 
shortage of fluid milk supply is possible. An increase 
in the volume of milk production per cow would be 
necessary to offset this. Statistics should be 
available to reveal reduction in acreage or in herds 


and increases in productivity, if any, as a guide 
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to the trend in the provision of food supplies for 

our growing population or as a warning against 
threatening shortages. While much of this information 
may now be found in one or other of the Dominion 
Bureau of Statistics Reports, it would seem of 

value for the Dominion Government to set up a depart- 
ment where consumer statistics and information could 

be found assembled together. 

Women not only have the responsibility of 
raising and developing young citizens, but are the 
purchasing agents for most of their families' 
supplies. More information is needed on the in- 
creasingly numerous products, but this must be 
disseminated from a source that is fully equipped 
to deal with any consumer problem that may arise. 

We submit that more complete services for the 
dissemination of many kinds of consumer information 
should be initiated as soon as possible and urge 
that the Dominion Government undertake this 
project. 

2, We submit that a minimum price spread 
is dependent upon the mutual co-operation of producer, 
"Middle Man", merchant and consumer! Therefore, 
it is essential that the consumer have repre- 
sentation on 

(1) All marketing, processing and manu- 
facturing Boards and Associations; 

(2) The Agricultural Stabilization Advisory 
Board. 


3. The women of Canada are not only aware 
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that it is impossible to get "something for nothing” 
and that "competition is the life of trade"; they 
are also aware of the effect of their responsibility 
for wise and intelligent purchasing, not only on 

"Price 


the family budget but on Canada's economy. 
The 


Spread" can only be reduced by co-operation of 
government, producer, manufacture and citizen. 
challenge of playing their role well - as citigen 


and homemaker - the women of The National Council 


are willing to accept. 
The members of The National Council of Women 


of Canada extend their compliments to this Commission, 


and respectfully submit this brief. 
Thank you, Mrs. Underhill. 


THE CHAIRMAN: 
Mr. MacKichan, have you any questions? 
COMMISSIONER MacKICHAN: On page 2 the 
Council of Women suggests a thorough and complete 
system of inspection and grading, and I was just 
wondering what would be the reaction throughout the 


country to a whole army of new inspectors and graders, 
Probably next to the cost 


and all the rest of it? 
of living, there is more eriticism of the number 


of civil servants we have than almost anything else? 
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MRE. UNDERHILL: We feel there should be 
Standards set and if standards are set, they must be én- 
forced, We have just heard from the packing industry. 
We heard a few minutes ago, and you know, that certain 
packing plants are not government inspected. I believe 
that is when they do not export, but I may well be 
wrong there. 

It is our submission that food is vital to 
the citizens of Canada and therefore it should be top 
quality and that requires inspection. It requires 
standards and also requires inspection to enforce those 
standards. I am well aware of the number of civil 
servants but I think this is a very acute problem. 

COMMISSIONER Mack ICHAN: "Nell, of course, 
we have a large number of products which are subject to 
inspection now and inspection at the retail level, too. 
I am thinking of eggs for one, and fruit, and a number 
of vegetables and that sort of thing. Probably it is 
not as complete or as full as it should be but we have 
a good measure of inspection and grading now and there 
are still, as was said today, a number of packing 
plants that are not under government inspection; but 
I think they will necessarily have to keep fairly close 
or they are just not going to stay in business. Nould 
you agree? 

MRS. UNDERHILL: Around our town of London 
and around our city, which is London, and around the 
small towns, there are a number of small packing houses 
and it would appear that they are staying in business 


possibly because their overhead is lower, but it is 


a 
a 
> 


9 isl sonia see. | a had 
Cte a me eet 

a 130 Seth warns ey : | 
}~ ocd Dau. OOS (0k She" Shasbomsa Bs bas 393 aby 


ets ay Wes . ‘3420. 


b .ytayon 2 Sia ‘site SGP See08 Jant even oF aheumie. 


ve S| WOES Sot Bae Sage 2egentet woke bsaad oh 
JV y, t 


bavol!ad 3 -b24 om oe ar’ ‘asirtyeu, 200 27h, aanpiq. gntaoag | 


ad Frew oth re Pe ee on ob cor, sia ak “ait 
| “ oteds gu0tW 


ee Liha Oe feed hoe hee Pa hs vate 
| 4 Isgtv si bebe 2eeebteckodeae we, 8292; 
\ or kp lesan fo 


. yoo ad bi ota 11° SSCSSBAe- Bea: sheng 319. smstsio od? 


aaa re EE 


at wr rit ety SaNaON oa Ue. Seay due LS ial ii 
est) asve loa of BCETSS RRR eeteges opts) bon ebyohnnya 


. a a % DN st swerss 


fidto tO WS tuavena #2 gitwe ifoe mea 4d yabsabosse 
A505 > 9, 2a be ete, 
. wsinotg ofuos e280 & et aida aptga Daye scomvipe 
Se ; a ‘ { ; re " 
Saxtiog Yo fae a “13 aah eG? | Bahk Regie 
or cs oes eg ae 4 


ade “: 
Dh ite ‘wiexiie.g tho pagina, ogael + saved ow 


Wee oY .. . ah soba gee 
ae Ile f foul md +5. 
POULT TES aes : as i . ' 
dizi s one ,o¢unk Bes: ~ShO-202- 2980 se. siguiente ae H 
i als Sih Reh ess 
bees nen ya te Sie E & 
EY vet °° .pakds “te pene, aad, Ane. jpetde saya to 
ee £ y oe ees a A ae 43230 ke 
Cond st. aut oad bivens o& eactind 6.40 axel qn03 e6 208 
: : at Oa ae m ssid" tyenes rite % % ) 73! atnt.. ae OS oaiatar boag go 
of . re RGR. cline Saya 
sag ae ee Cr = vedic, 2: aM. a 4 ie ia 938 
} a ‘ P ucy y ie 
‘rediveqant Sheasheeveg hia bts Jorn PTS. got. a3 oot 
. ae on oe: a eer Sean rok 
ks wan bck “led af awa in ROADS 5 Attw zeds alent (13 I 
yy 7 | ag a Fake 3h ty 
i- ea Bie a. coe yens 36 
4 niend af“fasa G2 antegnaen, pout oat 44 
ot is i 
ow. eed. Woy 
Mehr ve ire + een 2 oy 
SESS vee is ; 
redo. so) Fete rei ihe... «BN 
‘ F arty a fryy - eos : 
, cnseyen. dee dee rete 710, bnioxs bas 
| (ier FoR nee ae © 3 ilom 
pos ge idoaq If ato +t ore Givin & 258, ;9 79H) gene: Ge 


senteud at guiynve exe yods. 2atiy segs, Divow: 31 butt 
a toe ny Se Fw Easy waked. . naphoed etakence 


Jie aneq 


¥2 


nT 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


4131 


something we feel is essential. Good clean food is 
absolutely essential. 

COMMISS LONER MacKICHAN: Very definitely. 
Now, on the matter of gimmicks, we have heard a great 
deal about this feature and I have just been wondering 
with our attitude towards compulsion generally -- we 
chafed quite a bit under our wartime regulations and 
in the wartime, as loyal citizens, we took a lot we 
would not in peacetime; but instead of possibly erasing 
this thing and all the rest, if five hundred thousand 
of your members would decide they would go home next 
week with three pounds of rolled oats instead of one 
of those package goods you have, you would have a great 
effect. 

MRE. UNDERHILL: You are quite right, sir. 
Actions often talk louder than words. 

COMMISSIONER MacKICHAN;: I think it would 
have probably a very salutary effect. 

MES. UNDERHILL: Actions do talk louder than 
words, 

COMMISSIONER MacKICHAN: This is a very 
fine brief. I think actually it would be found to be 
more effective. 

MRS. UNDERHILL: I am sure it would. 

COMMISSIONER WALTON: I was just wondering, 
on page 3 at the fourth paragraph, you say: 

“Tt is interesting to note that frequently 

the cellophane bags hold less than standard 
"weight." 


MRS. UNDERHILL: Have you ever tried to make 
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a Christmas cake, Mrs. Walton? 
COMMISSIONER WALTON: Pardon? 


MRE. UNDERHILL: Have you ever tried to 


make a Christmas cake? 

COMMISSIONER WALTON: Yes, with more or less 
success; but do you mean by that that some of the pack- 
aged goods will contain so many ounces? You don't 
mean there has been a short change? 


MRS. UNDERHILL: I don't mean there has 


been a short change. I think possibly what I mean is 
that the recipe will call for half a pound and then 
your packages are seven ounces or six ounces which 
will mean you buy two packages, and that is what is 
available on your shelf. 

COMMISSIONER WALTON: Perhaps those of us 
who make Christmas puddings should let the packager 
know we would like the required recipe amount of a 
half pound. Do you think that is in part the problem 
or do you believe this is just the way the packages are 
and we don't read the weight? 

MRS, I don't 


UNDERHILL: know I will go so 


far as to say that the manufacturer packages his pro- 
duct in six-ounce packages in order to ensure two 
packages will have to be bought to fill the recipe, but 
that could be because in other types of packages you 
will find it is eight ounces but it certainly looks 
pretty in the six-ounce package, 
COMMISSIONER WALTON: I just wondered if 
you actually found it was labelled six ounces and it 


was only five ounces? 
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MRS. UNDERHILL: No. 

COMMISSIONER WALTON: You don't mean that? 

MRS. UNDERHILL: No; thank you for correctin 
that. 

COMMISSIONER WALTON: With regard to your ob- 
servation on retail price maintenance, is it the 
feeling of your organization that if we still had re- 
tail price maintenance it might have widened the cost 
of foods? This is within the Terms of our Reference. 
Do you feel -- it is now illegal -- that this tended 
to narrow the spread and without it it might have been 
the opposite, or have you any ‘thought on that? 

MRS, UNDERHILL: I have thought of that. 
Nhile it is true that retail price maintenance did 
not deal in any great way with food, competition is 
always the life of trade and I -brought this in be- 
cause if we have competition you are going to get the 
best value for the money received. In other words, 
in our reiterating our stand in favour of competition 
under this Combines Investigation Act, I intended to 
put it into all foods, into all merchandise and I am 
trying to say we are at all times in favour of good 
merchandising, 

COMMISSIONER WALTON: And you feel this had 
a narrowing effect on the spread? 

MRS, UNDERHILL: That is right. 

COMMISSIONER WALTON: I was just wondering, 
having been a producer of fruits and vegetables for a 
number of years, about your observation on stands. 


While we ourselves did not put a roadside stand up, 
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you de not understand why right next to the peach 
orchard or the raspberry vine they should not be able 
to sell more cheaply. I know in discussion with some 
producers they have said, "Well, we pick in smaller 
quantities. You get a fresher product than you could 
possibly get in the urban centres, and we have to sit 
here in the stand, even if it is one of our children, 
but then they are not picking raspberries or peaches. 

Do you chink that it should be purchased 
cheaper at the roadside stand than if it were shipped 
one hundred or one thousand miles away? 

MRS. UNDERHILL: Mrs. Walton, I can see 
what your point is. I certainly understand it, that 
the farmer or the farmer's wife has to be paid so much a 
day for sitting at his stand but certainly people 
Should benefit from the cost of shipping to market. 
However, it would be my feeling that some of the 
marketing boards completely -- or it would appear to 
-- ignore the citizen consumer as well as in certain 
cases the grower. 

COMMISSIONER WALTON: well then you feel -- 
this follows up another observation I have made, that 
all these government marketing boards or the different 
marketing agencies should have the representation of 
all segments of the country which would have the 
effect of narrowing chis spread? 

MRS, UNDERHILL: Yes, I do. Our thought 
is that if there were consumer representation -- let us 
use here on the Peach Board, for example -- then at 


least there would be some understanding of why on the 
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farmer's stand they sell at cost or at the same amount 
as in Loblaws in Windsor, three undred miles away. I 
think any marketing should be a cooperative effort. I 
don't thinkit should be an effort on the part of the 
peach producers of themselves. 

COMMISSIONER WALTON: Nell, what you are 
saying is that it would permit greater understanding 
more than perhaps necessarily reducing the spread be- 
tween the producer and consumer. 

MRS. UNDERHILL: I also think there is a 
possibility that it would reduce the price spread. 

COMMISSIONER WALTON: Where some of the 
provinces have had milk boards and there has been con- 
sumer representation on it, to your knowledge do you 
know whether this has had an effect of keeping the price 
down? 

MRE. UNDERHILL: Mrs. Walton, I don't know 
but I would think, and I feel very strongly, that if 
the citizen is to consume something, to consume any 
product, then he should have some say in the price. 

In other words I feel that, again coming back to the 
peaches, it should not just be the peach growers who 
are concerned about it. I think it should be the 


citizens, or at least the citizens should have some 


representation on the board because this is not just 
a local problem, this is a provincial problem. 
COMMISSIONER WALTON: The opinion you have 
suggested that we should provide more for consumers' 
information, I take it that is directed to costs of 


processing, distributing and those things put in a 


ee ee) ee 


acets 
7 < e « hal if > ti; . ay + 
| Seva: x Sbiveta biwods ow Sed 
y Le, 6 a 
Lak ae eee 
ETO: 1S Paci A = 
-* a yo? bermd, ol ea a4 
vou a eee 
ire sign. th pave 
md pp SD : wn tgez 4 
. * ° 4 i ae . ht 4 
. rite, ) yuarlt Hos, gaeisedi sz : 
; Rai  * 
ibe ak # gask at 


nl 3 arr 


7 7 - 
Z 
; : 
y a =e 
ore one iM 
. ee 
: , - - 7 
, a), 
' cof 7 
| = 
34 mee 
tT “a 
2 © 
unre gune 644 98 co Jem dectior Yea brie a "sone 
‘ ~ ; r Ee ~ 
bends Sikes aa ott 
PAGE) FR" eee tar bethany oggett:.08be wbtde ai i 
b ae mre syed ete yd Rhee ce tal 
$2" Vinlas ovizerstogo un} o¢-binore gar + Aiton on anid | 
. go Eee aut ‘ 
nee <i) simu os ad fii: i 
O's To Sieg ert 2S s7aple ated rots astra t*nob | 
' os “a a 
me me. oFttar-* A Gad at: + 
i ee 9 . . Ss 
Ndr ama _teristaeds Ia°"is stort finesq 
‘ iy D287 z} nosy) Mh : 
} : J : “  % pw ia sb - STV AGS a af 
' i rt hae : ee ; : OME 
: Yer hrms 1 Tle toad 42 3nd} ak gnivsa | 
Be state We: - "g- 7 
tas “A ‘ even ’ 7% o i 
i nd? , 4 f 25 ve 8 AS 2 ©. BS yar; <* efit i) i3aq and? stom i 
GQ ris " ini Sin Cases = } 
: ee JOMVSHPS | AUbo7q siy nesws 
Re tas i 
' t iateaany “2AM \ 
fh et 8 ; ? or. te 
pe a) Saris : < 
; gowhes b J} 9au3 wit diaeog 
-_: YOTIAN, WaWOY 42IMMOD 
ne . . 4 > NT 
‘ A ite e Sa? gas f 
i qj i ebesod 21 fer bad Ov yatt 2 son vot 
2 ; mals oti. & 
ae ay ; TS IOY GCF. 2 mo-qos Va¥ inet isan TSM 2 
ee a t ae % “Ort? 
4% 4 3 » me bed sed ald xetssaw worl 
Re oy 3 cma eo hls 
= hs Be Trwob 
a PAST : fit) 
/ fi ce Whid a eoaeee 
ak ; yx me ,diatds binoew 1 Jud 
roa he 7 Sur 4 2 oss * Pita ve yi 
in z oe Th. .As'- 
wiry) gUnraTre éo pe! “fost s to ssis 
£.Tshye oe “Ghee | ef Breas 4 | 
- - ae & Ce a 
‘: : sad bieeds sti reat Saubotg 
re ‘ = ad os nasi ‘ } : Th th 
eta 9 Sis : ; ' . oe ’ 25% T By~i4; rartte ai 
eT OR ee ~ 2 sng 
ay is aig 3d yausi Joi pate I aorfoseg 
3 aunt cae i? sc ase € mere 
a3 ee MEd Rl, Rees rey hi pe 
Si asag bt oh i f5 iy s8988R Cots 3109 OT8 
e Og sees a : e 4 lg Sop ask 
% 2 anesiiia jens! 96 to ,Soesisio 
‘ nie sapeeo 5. aaa ages ere 
i noad brea ot? at nofisiaseastqes 
be . ays ; F eae trae : 
4 : SPORE VOR of AB. tas .mwafdotq Isool a 
f Cae hee me Tn : 
site wees kJ ou é wa 


— “4 De 


fete # 


ojaeggue | 
hate 2 Eke. 
otnl 
ear 
iy dt baeso1g 


" bn?) oO 


2 
v 
oy 
. 


c 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4136 


form that the consumer can understand. This would 
add extra cost if we provided it for all foods, and 
in what form? Will it help the consumers to be able 
to buy more intelligently? 

MRS. UNDERHILL: Yes, better education. ie 
will also have, I would think, an effect on the con- 
sumers,. Equally it will have an effect on the manu- 
facturing and on the processing who, knowing this 
information is available, will most assuredly give the 
best product that he can. 

COMMISSIONER WALTON: You do not think 
that there is sufficient competition now at these 
levels to ensure perhaps they are giving a good product, 


or do you think this would just improve the situation? 
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MRS. UNDERHILL: I think it would improve 
the situation, The more education the better, and 
certainly I would feel that there would be only one 
group or one place they could undertake it, and that 
would be the Dominion Government; and, while they are 
carrying on their responsibility well now to the 
citizens of Canada, I think it could be improved upon. 

COMMISSIONER KIDD; Mrs. Underhill, in your 
conclusions here you say that food sales soared to 
$3 billion: what was the source of that statement? 

MR. UNDERHILL: I am sorry --- ? 

COMMISSIONER KIDD: Could you give us the 
source of it? 

MRS. UNDERHILL: Yes. I am going to be 
ambiguous at this point. I got it from one of the 
stack of magazines and articles on my desk. I am 
sorry, I ought to have put that in. 

COMMISSIONER KIDD: It seems to me that 
that figures out to $3.50 a week in Canada, and it 
seemed to me that was quite a bit under the mark? 

MRS. UNDERHILL: That is low. 

COMMISSIONER KIDD: Also in your statements 
regarding sales promotion, advertising, packages, and 
SO on, you say that women want to get rid of gimmicks 


" some- 


and that some advertising is annoying and that 
thing for nothing’ is an impossibility: are you quite 
sure that this is true in our society? You are 
pretty positive in your statements, and I am wondering 


whether the average housewife, in fact, does not think 


she is getting something for nothing, and whether she 
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really is bothered by the type of advertising that is 
thrown at her constantly? 

MRS. UNDERHILL: I think women want good 
value for the dollar. I don't think there is any 
doubt about that at all. I believe that women are 
remiss -- I am going to use cornflakes as an example: 
one cornflake may have a little boat in it which 
Johnny wants to play with, and another brand may not. 
Well, mother has seen the plastic boat that Johnny 
can play in the bathtub with, and tries, unthinkingly, 
to please Johnny. Women are probably very wrong in 
doing that; of that there isn't any doubt in the world, 
but they are doing it because another side of their 
nature is being appealed to instead of their straight 
thinking side. 

COMMISSIONER KIDD: So you think women 
shoppers have quite a bit of responsibility in changing 
this system if it is as wrong as you say it is? 

MRS. UNDERHILL: It is almost like my 
children: I can say, "Don't chew bubble gum" or 
“Don't eat candy because it has an adverse effect," 
Well, they probably know that too, but when it is 
put in front of them, once in a while their common- 
sense goes, I am trying to say the merchandisers 
of packages have put something in front of the woman 
which should be a challenge to them to think--- but 
it is something their family might like and, because 
they try to please their family, they will take it, 
Mr. MacKichan was quite right: if women would go out 


and buy as I say here, and if you ask any one of them 
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that is what they will say, that when they get into 
their store they do it for their family. 

COMMISSIONER KIDD: They have no sales re- 
sistance? 

MRS. UNDERHILL: Which is quite a respon- 
sibility on the part of the manufacturer. 

COMMISSIONER KIDD: Well, put it the other 
way: what can the women's associations do to counteract 
this sort of thing? 

MRS. UNDERHILL: We can come to boards like 
you gentlemen and Mrs, Walton now, and represent what 
I shall call intelligent thinking. Women are intel- 
ligent; of that there isn't any doubt. We can come 
before those boards and present to you that the mer- 
chandisers and the advertising people have a respon- 
sibility because they are creating a desire -- to their 
own ends, of course, But, they have a responsibility 
to the citizens of Canada. 

COMMISSIONER KIDD: When you speak about 
competition in your submission, you are talking about 
price competition? 

MRS. UNDERHILL: Yes, sir. 

COMMISSIONER KIDD: You will recognize there 
are other kinds of competition, such as advertising? 

MRS. UNDERHILL: Yes. I am sorry, I was 
thinking of price competition and value. I guess 
advertising is one of the subgroups of that. 

COMMISSIONER KIDD: Again, following up 
this question of women's groups, do you think there 


are any controls or pressures you can exert to turn 
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this system back into price competition and away from 
the other forms of competition? 

MRS, UNDERHILL: We can try. 

COMMISSIONER KIDD: You haven't any sug- 
gestions about what you think they may be? Let us go 
so far as to say controlling advertising of the type of 
product that you have mentioned? 

MRS. UNDERHILL: Well, as far as that is 
concerned, again I can only talk of London, because 
that is the city I know. The Council of Women 
approached the radio station and the TV station and, 
of course, he who buys the time calls the tune, and 
there isn't very much you can do when they begin to 
talk dollars and cents, and there are wheels within 
wheels all the way through. I am only mentioning 
again this radio advertising and TV advertising, and 
it is absolutely -- how can I put it? 

COMMISSIONER KIDD: You had better be care- 
ful, now. 

MRS, UNDERHILL: It is annoying; it is 
amusing, and it is also deluding at times. 

COMMISSTONER KIDD: And you think it is 
also costly? 

MRE, UNDERHILL: It is also costly, but as 
long as the advertiser wants to buy the time he can 
put on what he wants to do because the radio people 
have no dictate over what goes on that hour, we 
went into that in detail. 

COMMISSIONER DRUMMOND: In this connection 


I might remind you of the opportunity you now have of 
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making concrete suggestions to the new Chairman of 
the Board of Broadcast Governors. 


MRS. UNDERHILL: 


Oh, I am sorry. 
COMMISSIONER DRUMMOND: 


This is a wonderful 
opportunity if you want to seize it. 


There are one or two minor points. 


You 
have mentioned, I think twice, that people don't seem 


to realize that you can't get something for nothing? 
MRE. UNDERHILL: 


Yes. 

COMMISSIONER DRUMMOND: Do you not think it 
is a matter of actual mathematical correctness that 
while it is impossible for people generally to get 


something for nothing, it is quite possible for the 


UNDERHILL: 


occasional individual to get something for nothing? 
MRE. 
own hands, sir, yes. 


If he does it with his 


If you are breeding cows, and 
put your own work into it, at the end of five years 


~ 


you have five thousand instead of one; but, it is only 
when you do it yourself. 


COMMISSIONER DRUMMOND: I was thinking of 
the modern forms of promotion and advertising. 


Let 
us take the specific case of where a certain firm 
offers a very expensive prize, namely, a fur coat or 


a motor car, or something of that sort, 


Actually, 
somebody eventually receives this prize; isn't that 
correct? 


MRS, UNDERHILL: Yes. 
COMMISSIONER DRUMMOND: 


And that somebody 
gets that for virtually nothing; 


isn't that so? 
MRS. UNDERHILL: No. 


That is all included 


ee 
eal 


Uy 


tals 4 bid 


20 tite SA PREP ay ee 
Laidenevte? Gab ATP aS, 
vores Oo + Ape ie 
vi'red a SEDIIOW, he es Aieeeagee rhe, 227 ero ere 
a 
i sale of ace dO") Giisassegge. 
ony WG 5 ea neg Sse ines Wao Bis edT Gila: © 

move 9 TRE og Phy GBP athe AS 1 eee eed eve 
spect dg Na Hat PS a OOP AS ony Rae end iget OF” 
224 Se SAAtTHY pay” a 

dah? Ah bow 04 hei aierae rae =F 
vio eifiisoy oS Sa ae aaa ae ee 
Bi days Sigbhaq AAP ee hiaota al Se eae oF 
6 soe Sy pod Seep: ee pgnk doa SN" galiesies se “380 
et eB EE yon sour easy feud See Serio kanese 23 
pay pe ah ere ac. 3 peererpay aut et: wth i 


fis \ 
. ery ba = 


~ 


aM, ag} Geil so oy TT" ay) ee eee usa a 

» Sf82% 6 tbe BP eee Gee aR pi ely ayo ST 
Yio ts ca MtN Ie ete Aeeeee ove mew Ay 4 
u 

ll aentioy2SF466 doy nud Cte 
: bpaueniaia | 


IS; b Qivs 3 a> 72 os és Og anit se nrvebom’ eas - 


Wes. ean Ben ee bet, 


Ite copereliy yp “abbot ty te? fos Ig tf ona! wy 
Vlas joatag ovithequs (is tisebia 
RAT ows oe Io peletanie 30> 395° x0 Fem % 


JOR? +1 Si cr BRREG aera S¥pT Pau ddes’ (bodsepa 


bay 
* 
Jf 
£ 


TJ oeTI80:- 
. +5493) Hegeaeige” % S208 
(pdt igen Ren Sty aga Sito? peg mod 
coe soko otf? 4 lapayensbdenseidenea sony aied* 
Gabi paint. yeep SHR Oly mp scab BHO 


al 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4142 


in the purchase price of your can of wax. 

COMMISSIONER DRUMMOND: Yes, for people 
generally, but so far as that particular individual 
is concerned? 

MRS. UNDERHILL: Yes, as far as that is con- 
cerned -- but, he still may have been paying for it 
every time he bought a can of wax. 

COMMISSIONER DRUMMOND: Yes, but he would 
have to live for a long time to pay the full cost? 

MRS. UNDERHILL: Yes. 

COMMISSIONER DRUMMOND: It is because of 
this mathematical fact that, it seems to me, it is 
actually possible for this type of practice to actually 
exist. 

MRS. UNDERHILL: I do not believe you can 
get something for nothing, and if that car is got, then 
the cost is written off to advertising and sales pro- 
motion, and eventually --- 

COMMISSIONER DRUMMOND: I quite agree, but I 
am making this distinction between the individual and 
the group. 

MRE, UNDERHILL: Yes. 

COMMISSIONER DRUMMOND: And I am saying that 
if it were noc for the fact that an individual -- that 
there is always the off chance that you or I may be 
the individual to win this prize, and that fact caters 
to our gambling instinct and causes us to participate 
in chis thing -- accept this invitation, if you like? 

MRS. UNDERHILL: Yes. 


COMMISSIONER DRUMMOND: And, therefore, 
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permits those who issue the invitation to continue 
doing so? 

MRS. UNDERHILL: Again, some of our adver- 
tising people are playing to our -- each one of us 
dreams of being a millionaire. 

COMMISSIONER DRUMMOND: I think what we 
would all like to know is whether you have any further 
concrete suggestions as to how this sort of thing might 
actually be prevented, You suggested the slow, long- 
run educational method of informing people, and hoping 
for an improvement: is there anything further you 


think a Commission such as this might recommend? 
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MRS. UNDERHILL: I mentioned that we have 
gone to our radio and TV station, realizing that the 
word "controls" is something that nobody likes; I 
would like to see controls placed on certain types of 
advertising, but that is most difficult, I do not know 
how that could be done. I think in the long run the 
educational process is our main way and, secondly, 
if we could have the co-operation of the citizens, 
the manufacturer, the processor on all boards, 
representation and understanding would reduce the 
price spread. Lastly, if the manufacturers or pro- 
cessors can be brought to realize what their respon- 
sibility is. I realize competition is the life 
of trade, perhaps that makes for advertising and 
for sales promotion, but it should also make for 
good value, and they should be impressed with their 
responsibility to give good value for merchandise, 
and for any product they sell. If thoughts could 
be continually directed to that source to make them 
aware of their responsbility, then certainly that 
is one thing you could do. Tomorrow I understand 
you will be seeing the Dominion Stores, or some of 
those groups, and when they present their prices 
and their facts, obviously their interest is in 
Sales, but might they also not be interested in their 
responsibility to the Canadian citizen, and proud 
of what they are doing. 

COMMISSIONER DRUMMOND: The eather point I 
was going to ask you about was this matter ef repre- 


sentation on boards, you have said that consumers 
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should be on these boards? 

MRS. UNDERHILL: Yes, well qualified people. 

COMMISSIONER DRUMMOND: How much repre- 
sentation would you think would be needed on the 
Price Stabilization Board? 

MRS. UNDERHILL: How many are there on 
it now? 

COMMISSIONER DRUMMOND: There are 12 on the 
Advisory Board now. 

MRS. UNDERHILL: Two more. 

COMMISSIONER DRUMMOND: Two more representin 
consumers? 

MRS. UNDERHILL: Two more very strong, level 
headed people, and if they present their statements 
and their thinking in the right manner, it will bear 
weight. Two or three more, two would do it. I 
am not trying to weigh anything in favour of anyone, 
but certainly there should be representation. 

COMMISSIONER WALTON: All things being 
equal, two packages of the same product on the shelf, 
one with a gimmick and one without, would you not 
think that this educational program which you would 
like to see where consumers are informed be a 
simple effective way of impressing the manufacturer 
and your distributor? Just a simple action of 
puying or not buying this item? 

MRS. UNDERHILL: Yes, one action would 
speak louder than many words. 

COMMISSIONER WALTON: 700,000 women oe Bd 


buying one package would be much more effective than 
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all the words in the world, would they not? 

MRS. UNDERHILL: I most assuredly agree 
but, on the other hand, women are human, citizens 
are human, and when advertising is pitched to attack 
the human side, the Cadillac car for my wife, etcetera. 

COMMISSIONER KIDD: You. would rather 
have them gamble on a bingo game than -- 

MRS. UNDERHILL: Certainly what you say is 
true, actions do speak louder than words, but this 
is how a woman, when she sits down with a group of 
other women, thinks, and that is what I am repre- 
senting here today, the Council of Women. 

THE CHAIRMAN: Mrs. Underhill, under your 
conclusions, the first paragraph you speak about 
the consumer's statistics, dissemination of consumer 
information, and you refer to the setting up of 
a dominion government department of consumer statistics 
and information. Can you think of any other means 
of accomplishing this same objective which might 
be more effective than another government depart- 
ment? Do you think this type of service should 
come from the dominion government? 

MRS. UNDERHILL: I think it should come 
from the dominion government, I do not think it is 
the type of thing you can put out to enterprise. 

I also think it comes under our government's respon- 
Sibility to citizens. We citizens have a respon- 
sibility to the government, but the government also 
has a responsibility to the citizen, and among the 


responsibilities is this. T think that the 
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government should be aware not only of the trends 

of agriculture and/or as I have stated here, the 
production of consumer goods, I think they have a 
responsibility to citizens to make them aware of 

what is available in their country and what might 

or could possibly happen -- I am not saying could 
possibly happen, but I think they have a responsibi lity 
to the people to let them know the facts. 

THE CHAIRMAN: Supposing it was possible to 
have a separate independent organization to perform 
these same functions? 

MRS. UNDERHILL: Who would pay for it, 
Sir? That is very important. 

THE CHAIRMAN: Supposing it was possible, 
this implies that it is adequately supported, an 
independent organization, would you see any preference 
in that type of approach rather than a federal 
government department? 

MRS. UNDERHILL: I think that he who pays 
the bill calls the tune, and if a statistical dis- 
semination centre is in business, it is in business 
to make money, and it is not in business to make 
money if it is supported or endowed. The right 
hand is going to watch the left if it is endowed 
by such and such a firm, then it could be careful 
on those products. Tt is only the dominion govern- 
ment that can be completely free of influence or 
prejudice. 

THE CHAIRMAN: Really? 


MRS. UNDERHILL: I hope I am speaking 
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idealistically, and I firmly think this because of 
that reason and because of the responsibility 
that the dominion government should do it. 

THE CHAIRMAN: Thank you very much, We 
will now adjourn until 10 o'clock tomorrow morning, 
when we will receive the brief from the Co-operative 
Union of Canada. 

--- The Commission adjourned at 4.50 to 


resume the ibaa ea day at 10 a.m., 
Tuesday, November 18th, 1953. 
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Tuesday, 


November 18, 1958. 


Submission of 


THE CO-OPERATIVE UNION OF CANADA 


Appearances: 


Mr. R.S. Staples President 


Mr. Alexander Laidlaw National Secretary 


THE CHAIRMAN: The brief this morning 
is from the Co-operative Union of Canada presented 
by Mr. R.S. Staples, the President and Mr. Laidlaw 
is with you. 

MR. STAPLES: Yes, Mr. Chairman. If you 
do not mind we would like to work together on the 
presentation of this brief. 

THE CHAIRMAN: Yes, whatever you wish. 

MR. STAPLES: We welcome this opportunity 
of appearing before the Royal Commission on Price 
Spreads of Food Products on behalf of the Co- 
operative Union of Canada. The widening spread 
between prices received by the primary producer 
of food products and the prices paid by the ultimate 
consumer is of great concern to us in the co-operative 
movement. Co-operatives of both producers and 
consumers have always been dedicated to the task 


of holding that spread within reasonable bounds. 


i : v4 Hy 
| ‘ *c noraatae <0 e 5" & 
‘Ul H pom BACs Boars: 4 ; ik ove 


| 
| 
; 
ActaM hey Ai OE? SUEDE, 


<2 meme tor ay 


rae Yee td @y igs hae" = 


7 Piers es i oe vu pkg en - : 
‘ ' = rey 4 ih . 
' As aor" 


. met be * if 
a oe Se 
’ te fs nt we ible’ 0 atinexsith ; a 
es iss gS Dea | Deer re leg aogier: ; 
f : " acta rd x =) met ap - j 
- ra \y mh Eee si ape 
teat | 
p — ee ’ ‘ / 
be 
Fil ‘? a rm 

, 


* at af as | bina _ apt 7) © 7 


ohn. le nena tauestigte od ised sont et 


ass 
@ 
4 
~ 
a 
1 
a 
pm 
3 
iy 
‘ = A 
eae ar ec 


Ria eh a eeee ae “0 


o whe « 5 “ ; 
‘ahiwoxt. atte ser jadt BA im Ad 
. a 


pS ete hs at ag cae 


a aa ea Hid. ak 
: ee ie teas ae ek 
ue Pat ont Caen OAEGATS Hi 
ae aah ote a car : nee oi 
$e On wa eee ‘pissy She Ber hin | JON ob 
: one! ade ; F 
2 “ LUA dY pact Fai “a ye = : i' 1% 
tard birt 40 fiot ited qemertq — 
Say pe 7 
Say eater . rack Se Sai eth 
ie avetarly | cei ii MnT AIG me: Oo bed , 
Vu Br eA he ane : 2 as | 
wien att seeker aw ‘SaTIATS AM | Ne . 
a S10). 054 ahomed Laver oth: prove aninesage 20 


Se anr Ae mame 1 sone’ 
i So Tiered ae adoobar’ Agoh 40 sheryl 


ela eae 


we oy Wes : s e, . 
a ame —ait Riots 
: “three ee? “pbaitad nts hae PAU SY beaqe a 
atte a % 2 Gage + a if ae - 2.3 Ay ‘ : ’ 
nin yeabag, she vi bevilgger eg oherty nas fri f 
VP; eee om A y 7 
Pies 13 se tea aha ‘ 
. a] Ps . i = LS : 
to odd we Bike heb a act bre eFouDerg: boat am, j 
rake , a Cos ce x ds wa ‘ Fe aS : 
doo edt at py ed peones $2019) 16 Sorgen. 
ea NS ae Sei Ree 


es 39.0 : rare 
st Suds OF Sapna 


en 
ar 


a8 : Yarn - 
mi need aYEW 


~ 
F. 
ce 

é mie 


{ fod to pprernat pec 


Pb A OOS 0 ee tae Ge 
5 ee ey: Bee 
h ape 2 MK, Seek ar oi a nat dat ti ne 
‘<e en Af aoa Bee 


wh eng oe 2) a) be 


ut) 


“al 


itn 


tiet 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


153. 


That has been well established across 
the country. I would like to say that we are 
backed today by quite a number of co-operatives 
in the Ontario region, both Ontario and Quebec, 
and if a few people come in late, we apologize for 
them in advance, because driving conditions are 
not very good today. 

Our organization was started in 1909 by 
a small number of purchasing co-operatives in the 
province of Ontario, but many changes have taken 
place through the years and now the Co-operative 
Union of Canada is a federation of provincial co- 
operative unions, though there is provision for 
direct membership for co-operatives which carry on 
business in a number of provinces. Most co-operative 
in Quebec and other French-speaking parts of Canada 
are represented by Le Conseil Canadien de la 
Cooperation, with headquarters in the City of 
Quebec. 

The report for 1957 of the Economics Divisio 
of the Canada Department of Agriculture states 
that, without including wholesale organizations, 
some 2,000 marketing and purchasing co-operatives 
in Canada had a turnover of more than $1,125,000,000 
while serving a membership of more than 1,600,000. 
Together the C.U.C. and the C.C.C. represent the 
majority of these co-operatives. 

To an unusual extent compared with other 
countries, all types of co-operatives in Canada 


are found in the one family of organizations. In 
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this country there is not an agricultural co- 
operative movement and a consumer co-operative 
movement; there is just one co-operative movement. 

We think this is a point of great strength. Further- 
more, Canada's co-operative movement is strictly non- 
partisan as regards political parties. 

One of the best definitions of co-operative 
enterprise is found in chapter 3 of the "Report of 
the Enquiry on Co-operative Enterprise in Europe, 
1937" issued by the Government of the U.S.A. It 


reads as follows: 


"A co-operative enterprise is one which 
belongs to the people who use its services, 
the control of which rests equally with 
all the members, and the gains of which are 
distributed to the members in proportion to 


the use they make of its services." 


In practice, co-operatives follow certain 
well-accepted principles, of which the following 
are fundamental: Open membership; one member, one 
vote; limited return on capital; and surplus dis- 
tributed in proportion to patronage. Methods 
of operation ordinarily include provision for pro- 
motional or educational work, cash trading is 
favoured, and goods are handled at regular market 
prices. 

If the quoted definition has a weakness, 
it lies in its failure to recognize the social 


value which the members find in co-operative 
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participation. Since in a co-operative the users 
are the owners, people are involved in the decision- 
making processes. They have opportunity to learn 
how to play their part in a democratic enterprise 
and at the same time learn something of the 
realities of business. It is no exaggeration to 
state that people who do not join in co-operatives 
can never learn to take responsibility for some 
of the economic processes which are vital to success- 
ful living, in other words, we learn by doing. 

Co-operatives do not exist to make money. 
The co-operative member invests in his organization, 
not for the purpose of obtaining a return on his 
investment, but primarily for the purpose of 
obtaining a service at reasonable and proper cost. 
The farmer or fisherman joins a marketing co-operative 
in order to market his product more efficiently 
than he could individually. The member of a 
purchasing co-operative has combined with others in 
order to obtain the benefits of a group purchasing 
service. 

Because we frequently find that the terms 
"producer co-operative" and "consumer co-operative" 
are misleading when used in Canada, in this brief 
we shall use instead the terms "marketing co- 
operative” and "purchasing co-operative’. This 
clarification of terminology is needed because many 
co-operatives in rural Canada, the members of which 
are primary producers as farmers or fishermen, buy 


and distribute consumer goods as well as agricultur 
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and fishing supplies. 
Some observers who take a superficial 
or casual view of co-operatives come to the con- 
clusion that there is not much difference between 
them and ordinary business. Co-operatives buy and 
sell; they have inventories; they own real assets; 
they hire and pay employees. A co-operative store 
may look the same as another alongside it or across the 
street, but this conclusion overlooks one fact of 
basic importance: Co-operatives are fundamentally 
different because they exist for a different purpose. 
Since this Royal Commission is concerned 
with price spreads of food products, we should like 
to illustrate this point of difference by a 
practical example from the food industry. For this 
example, we go to the meat-packing companies. We 
shall be thoroughly pragmatic, seeking an answer 
to only one question: Does the meat-packing industry, 
as a modern distribution system, fulfil the function 
which society requires? We are not concerned 
here with the technical efficiency of the industry. 
As far as we know, Canada Packers or Swifts or 
Burns and the rest may be well operated, and anyhow 
we are in no position to judge this. Our point can 
be stated very simply: Any ordinary company in the 
business of meat-packing was established by people 
as investors who wanted to obtain a satisfactory 
return on their investment. If the manager of 
that company is able to show a satisfactory return 


on investment, he is a successful manager. ait 
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he fails over a period of time to show a satisfactory 
return, some other person will be made manager in 

his place. If a succession of managers fail to 

show a satisfactory return, the company itself will 
disappear, simply because the investors will tend to 
favour some other enterprise in which they can anticipat 
a good return on their investment. 

To succeed in this endeavour the company 
will leave no stone unturned. It will equip itself 
with well-trained and thoroughly experienced buyers 
to make certain that the livestock is purchased at 
the lowest possible price. It will try to find the 
means of reaching back to the individual producer 
in order to minimize his bargaining power. On the 


other hand, the same company will employ an efficient 


certain that they obtain for their product all that 
the traffic will bear. There is nothing mysterious 
or new about this. It is the way profit business 
operates. How else could it operate? Furthermore, 
history gives proof that the company will tend to 
combine with others, either through amalgamation 
or agreement, in order to lessen the effect which 
competition might have on the level of return on 
investment. 

The result of this system of distribution 
on society as a whole can be quite devastating. 
The interest of the investor as middleman is to keep 
the price to the producer at the lowest possible 


and well-directed sales staff in order to make 
level, and the price to the consumer at the highest 
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possible level. Middleman companies are not in 
business for charity; they are in business for the 
money to be made. In other words, the effect 

is to widen the price spread and not to narrow it. 
If society is really interested in narrowing spreads, 
rather than in widening them, it will eventually 
establish organizations designed to narrow spreads; 
profit business cannot be expected to bring about a 
narrowing because it was set up for a different 
purpose, which has quite the opposite effect. The 
wide gap between producer and consumer today is 

not surprizing; it is only the logic of our dominant 
way of business. 

There is another aspect of the high cost 
of distribution which requires consideration. 
Middlemen in the food industry can be inefficient 
and wasteful. I do not say they always are, yet 
feel that people will not suffer greatly. This 
seeming anachronism is possible because it has been 
well established that welfare programmes will take 
up the slack. If prices are so high that many 
consumers cannot buy nutritious food, it is pretty 
certain that sooner or later government will come 
to their aid in some way. Or if prices to producers 
are so low that many are in distress, the govern- 
ment will offer price supports or deficiency 
payments to provide the necessary income. Such 
programmes are now common in many countries. 

Those who understand the co-operative way of 


business reduce the problem of abnormal price spreads 
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to this plain question: Why should society tolerate 

a distribution system which is tied to profit and 

in which the welfare of producer or consumer is 

a secondary consideration? Our contention is that 
the whole system of food distribution should be 

owned by producers and consumers co-operatively. 

We look to the day when producers and consumers 

will meet and establish prices through their co- 
operatives and thus eliminate the middleman altogether 
in the distributive chain. 

Since the Commission has been established to 
study price spreads in food products, it is interested 
in both marketing co-operatives and purchasing co- 
operatives. The marketing of farm products is 
by far the largest part of the co-operative move- 
ment in Canada. In any recent year about one- 
third of the total sales of all farm products in this 
country has been carried on by co-operatives. The 
percentages vary widely from one product to another; 
for example, more than half the grain, four-fifths 
of the wool, one-quarter of the dairy products and 
15 per cent of the livestock is marketed co- 
operatively, those are round figures. 

Purchasing co-operatives in Canada are not 
so well developed in terms of percentage of goods 
handled and this is particularly true of consumer 
goods. Less than 5 per cent of total sales of 
grocery and general stores passes through co-operative 
It is worth noting, however, that this volume of 


business is not evenly distributed across the country. 
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Speaking generally, it is the larger cnetres of popu- 
lation which tend to be most deficient in purchasing 
co-operatives. However, it is true that in some 
widely separated areas co-operative stores are a 
significant factor in the community. 

It is interesting to speculate on the 
reasons why the co-operative purchasing of food and 
other household supplies have developed satisfactorily 
in some parts of Canada and not in others. It 
would require an extensive research project to 
establish the reasons with certainty. It was in 
Nova Scotia that purchasing co-operatives first 
developed in Canada. These resulted from the 
knowledge which immigrants from Great Britain had 
of the co-operative movement and their feeling of 
insecurity in the new land where co-operatives did 
not exist. -The same thing is true of Northern 
Ontario, but the co-operative leadership there came 
from Finland rather than Great Britain. On the 
other hand, in the Prairie provinces the co-operative 
purchasing of consumer goods developed from the 
fact that the specialized grain farmer did not 
find it easy or economical to grow food products 
for his family. In the Atlantic provinces, pur- 
chasing co-operatives have grown considerably in the 
last 25 years in the general co-operative develop- 
ment of that region, where especially in the rural 
areas a number of co-operatives developed both 
marketing and purchasing functions to replace the 


merchants or companies which formerly provided the 


— a 2? ee rn. BS. al at 


“ued “To ‘awtdens sme see sit Mev x 


becasue boa peas even avant eebionts btotigaicl 


a4 ai eRe read ones f ¢ ee the tea Bee ae 3 Sy trent 2am oueehhyy 


yviteisco-0o ant Reomivdta “ek baat ast o edited “nalito 


Sad Ds hea fen Cierra 


sritoedti: nie ne ‘teatseteb 103i 9a OF 
faerie re Bs Pree fs Ro oo 
omer rt jist eked ai hy vrevowolt 

i SHEERS oat ss ae ee gee 


Fors hs. 
£ rig MwOeR ak derreqoees Beet aed 


2b) ety “ 


@ 5, BSN aris Sy Ee ee ee 
qe thm orld nt “oo oe seco Eigts 
wh Ratsee : ee 
pitt Ap nie iiroogs oy ‘Sabdeorsdet . a oe 


Shee! Plait yey te ca 


bite page tk gal aaron tare wi tsengie-ae = Tim: Moses 
pM apld Aan he. west. SOE DAE ee es oie ay ee 
seiljo 


, ae (Betas? bee pee bas abanss “ye a ae 


, 


- erect iy it SP Sree ee te tae 
t sont ote wor: saa at evbnooaxe as ex hupad B 
PGES, iar SS ed ERR Sg ase eat a eae Sty ack aes ae 2 


sh sew | ot abesies AS LW antegek acts Hel tds 
Che asics Ui s Vor hod roe Belts aged oe ie ae 7) 
oon State mO5060 stisedoted: taetd: aioe avon . 
Be AAG 20g ee TSS ah vt 


iy: oS Guo Lunes oben : abate air boqateves | 


Soret ei es Got TRE Sea eh Cy erie 
es sie oy Na toe e¥ nox adniarsioent iotely epbelwors 
NAAN ee) on Seay ee Pe Saas en i LS ae Suey a ge, 


ar USES 


40 saifent “berid arse ‘ Miele by eubtae8qo~ 09 erie ‘Yo 


. 


Ber me WR ee The Co Sarge 5 are Re eek et alas ) 
BLD. sevite rando+o> tas on besr wen "este ne, withvosent 
a SPM ce SRE Suet) 8 SP eee » ake” SAS bP eee reeks 

note IS saris. ef pee emned ar. Jakke 708 

eae oe Sy tiehe oe eee tae © ne af ic 


Iti otead qhtarebsesl evitnksqo~00 ott awe ‘ ohiserO 
Sent. cet tat am ein <a cr Bag ei 
etrinO Thbsterh-s send eiid edit beetied's mor? 


et 


’ 
> 
“ 

fs 


a: Tsar o ee ee : ; Bs 

act} ino*tt Dawolovel’ et hoon “omMeloo ae! nabesiiortug 

‘ Gh eaisn es A by sim fl oy SG ae * 9 SANs ss e aces: Whe | 
Jom bib geariat obese Deeks Stooge exit oehy 398% 
oy ot Seer ist Hi aieete ee Be kr ay 


wherws Boot ORR a? ixotwenooe 0) WARS et batt 


“hS ES i sees es “3 - ne rg H cam oe ay} 
J St a te a a 3 ers 


he * ial aed ae 
awd .eoornivor of Satake orig or siren altri ro? 
at iyi BA edt PN ere ‘i a et ee 
ori? oat yldsvebrerioe owotsa oveit epilbvrrsa6~00 amtescdo 
SAG oh roe iies Fe suas. Ei eee Win u-, s 5 Saas 
Sted gviteneqo~or ‘Tea oneit od nb atsoy @¢ vrais 
Per ae A tae) Rh AC I eae eer ic pS ee Me aE tort ck" oa ET 
put eft at’ vite toouse ‘orsith forget Jedd to Abe! 
; eer Me 2 oe Ses) PPS Ae eS mite ene aes 
Jod heqotevgh BOetas meen au to me ecininsts 6 SeeTts 
SPs oe ek Sal SRS as = Sete eee ASS 233 

it etefae oF 800 ie onus abt eackortcty rs 
Spf (ite. Voi te SR ee ne eee ee eee iB Saas: oi 


ud? ‘babivoxrs #8 ect, e2ah setnegnds 0 wiacs i 


Saree OEY A. “Bere: oe ea a ORES ewe bt Mee eC E Ge re Saat 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4159 


dual service of marketing primary products and 
supplying goods of all kinds. 

There are two recent developments in Canada 
to which we should like particularly to direct the 
attention of the Commission. The first is the 
relation between co-operatives and marketing boards. 
Increasingly it appears that primary producers are 
turning to boards established under legislation, 
with authority over the marketing of an entire 
product in a given area. The boards may organize 
a co-operative as the sole agent to do the actual 
marketing. The full implications of the trend 
in this direction are not yet apparent, but the 
situation is being studied to discover how board 
marketing can complement co-operative marketing 
without sacrificing the principles and true spirit 
that underlie co-operative organization. 

The second is the recent development of 
a number of highly successful co-op food stores in 
Canada, after some years of indifference and pessimism 
about urban co-operatives because of the phenomenal 
growth of the chain stores. A pattern has been 
established that proves the value of co-operatives 
for urban people in this country, as has long 
been recognized in Europe, and now there is a 
promising network of co-op food stores or super- 
markets to be found. They are operating successfully 
in several urban centres in all provinces, and the 
one completed within the last few months in the city 
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stores in Canada. We are confident that there is 
a bright future for large urban co-operatives in this 
ecuntry. 

In order to establish the proper perspective, 
we should say a word about the co-operative movement 
in other countries. Both the Co-operative Union of 
Canada and Le Conseil Canadien de la Cooperation 
are members of the International Co-operative 
Alliance. The I.C.A. was established in 1895. Its 
headquarters are in London, England. Tt has 86 
associations of co-operatives in its membership, 
covering 46 countries. Membership totals about 
132 million families in the world. It is interesting 
to note that one of the major publications of the 
Tosh goce Cartel, deseribed as. a "quarterly review 
of monopoly developments and consumer protection". 

It is widely recognized as a leading journal in 

the field of consumer studies, indicating the interest 
of the co-operative movement in the problem which 

this Commission is investigating. 

According to the I.C.A., Canada stands 
eighth in percentage of co-operative memberships in 
proportion to the total population. 

The Canadian percentage is about 18.2 per 
cent. 

Israel and Finland lead with about 40 
per cent each; Denmark has 31 per cent and Great 
Britain has 24 per cent. The U.S.A. has about 10 
per cent. The figures include mercantile and credit 


co-operatives but not insurance. 
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Incidentally, these figures are useful 
for the basis of per cent only, because there is so 
much overlapping in memberships. We could not 
calculate the number of memberships because there is 
a great deal of overlapping. 

The operation of consumer co-operatives in 
Great Britain will be of particular interest here. 
The British co-operatives have been in operation 
for more than a century, and we believe that their 
experience may provide some indication of the size 
of Canada's co-operative movement in the future. 

In Great Britain there are nearly 1,000 
co-operative societies with about 31,000 retail 
shops, serving over 12 million members. Sixteen of 
these societies have over a hundred thousand members 
each and one, the London Society, has over a million 
and a quarter members. Membership increases in total 
at the rate of more than a quarter million a year. 
Sales are approaching a billion pounds stirling, 
and the total was only 23 million pounds short of 
that figure in 1957. The increase of 1957 over 
1956 was nearly 68 million pounds. Taking all 
societies together, the surplus in 1957 amounted 
to 27.73 per cent of share capital or, after pro- 
viding for interest on share capital, 6.37 per cent 
of retail sales, a slight increase over the previous 
year. A total of 52 million pounds was paid to 
members in the form of patronage dividends, reducing 
price spreads by this amount. The average dividend 


rate was a little more than 5 per cent. 
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Much of the strength of the British co- 
operatives rests in their own manufacturing plants, 
some 250 of them, and the largest wholesaling system 
in the country. The movement as a whole is the 
largest business organization next to government. 

The success and achievement of co-operatives 
in the Scandinavian countries are universally 
recognized. A survey sponsored by the Ministries 
of Social Welfare of five Scandinavian countries 
and reported under the title Freedom and Welfare, 
published in 1954, has this to say on the problem 


which the Commission is studying: 


"Co-operators and several outside ob- 
servers maintain that by improving quality 
and lowering prices the consumers! societies 
have contributed significantly to the rise 
in living standards within the last couple 
of generations and that the agricultural 
co-operatives must be given main credit 
for the rapid development of agricultural 
production during this period as well as 
for the impressive increase in the standard 
of living of the small and middle-size 
farmers who dominate northern agriculture." 

"|. mention should be made of the 
co-operative contribution to rationalization. 
By improved planning and operation, both 
producers! and consumers! co-operatives have 
continuously striven to reduce costs of pro- 


cessing, transportation, and distribution". 
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In preparation of this brief we have had 
basic assumptions in mind which it is well to 
establish clearly though briefly. 

1. We believe that the smallest possible 
spread between prices received by producers and prices 
paid by consumers is in the public interest. In 
this, we recognize, of course, that certain in-between 
services are necessary and must be paid for, but we 
believe there is no justification for loading the 
food industry with unnecessary costs or charges 
for undesirable services. 

2, We believe that commerce should be 
carried on in the interest of people. This is 
particularly true of a vital commodity like food. The 
entire food industry should be geared to the task 
of providing people, all people, with a high level 
or nutrition. In order to attain this objective, 
of course, it is necessary to provide producers 
and all others who do necessary work with adequate 
remuneration. 

3. We believe that people should be 
relied upon to the greatest possible extent to take 
responsibility for their own affairs. In the long 
run people will demand the right to serve themselves. 
Paternalism on the part of either big government or 
big business should be no part of permanent policy. 

It seems hardly necessary to plead the 
cause of marketing co-operatives in Canada. For 
many years they have been a part of the rural scene 


which many farmers simply take for granted, in much 
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the same way as thousands of urban workers value their 
labour unions as an essential part of life. To many 
rural people, marketing co-operatives are simply 

a necessary extension of the farm business. In the 
last 25 years fishermen too have begun to rely more 
and more on marketing co-operatives, and at present 
there are fishermen's co-operatives in all provinces 
in Canada but two, Alberta and Manitoba. iy 2o57 
the volume of co-operative marketing of agricultural 
products in Canada was about $825 millions, and the 
figure for fisheries products was about $17 millions. 
Ten years ago the corresponding figures were about 
$500 millions and $10 millions, respectively. We 
can confidently look for a steady increase in this 
type of co-operative in Canada. 

It is obvious how marketing co-operatives 
tend to close the gap between producers and consumers. 
Let us take an example from the Maritime provinces, 
by reviewing the history of the sale of lambs in 
that part of Canada. Until about 35 years ago, this 
business was handled entirely by merchants and 
drovers buying from farmers. When marketing co- 
operatives were organized, the first saving was 
made in assembling costs. One trucking service 
owned by the farmers replaced several competing and 
costly services owned by drovers. Next there was 
the effect of grading; the producer was paid according 
to quality or grade. Methods of handling were im- 
proved by the farmers. Extravagant middlemen's 


profits were eliminated altogether. The end result 
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was that the farmer received a better price than he 
ever knew before, sometimes double what he received 
under the old system. Co-operative marketing went 
a long way to close the gap separating the farmer 
from the consumer. The story is much the same, 
for example, in the case of lobsters,,. a valuable 
food product of the Atlantic provinces. The 
notorious spread existing in former days was very 
considerably narrowed by the co-operative action 
of the fishermen, and the effect was felt throughout 
the whole industry, whether the fishermen were 
organized or not. 

This brings us to an important point: 
That the saving effected for the actual members 
of a marketing co-operative represents only a small 
part of the full influence on the price spread. It 
is well known that only a small percentage of 
producers organized co-operatively can set the 
price level for a whole region, or for a whole in- 
dustry. We are very conscious in the co-operative 
movement of the “umbrella factor" in the marketing 
of agricultural and fisheries products, how a 
relatively small number of producers in a co-operative 
ean establish a fair market price for many outside 
the organization, some of whom indeed may not even 
be aware of its existence. The question is some- 
times asked why all farmers or fishermen do not 
join a certain co-operative that has such a good 
record for obtaining a better price for the producers. 


The answer is that they are getting at least some 
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of the advantages of the organization even though 
they remain outside the membership. 

It is difficult to assemble reliable figures 
that show the total rebates or final payments made 
to members and patrons of all marketing co-operatives 
in Canada in a year, but by taking the figures for 
just one organization over a period of time we get 
a good idea of the impact of these co-operatives 
on farm income. The example we take is the 
Saskatchewan Wheat Pool. In the past 33 years 
Wheat Pool members have invested a total of about 
$25 millions in their co-operative, chiefly through 
elevator deductions on grain handled; in the same 
period they have received back about $46 millions 
in patronage earnings; and at the same time they 
have built up assets of almost $60 millions in the 
plants, elevators, terminals and equipment which 
they own today. 

MR. LAIDLAW: But, in a study of price 
spreads, we are well aware that the case for co- 
operatives is incomplete as long as we argue for 
the marketing side alone. Unilateral action by 
farmers or fishermen, through a marketing organization 
which will secure a better return for them as 
producers, may or may not have the effect of narrowing 
the price spread. Tf the consumers are unorganized, 
the middleman may simoly pass the enhanced price, 
and indeed more, on to the consumer. The final 
result may be a widening of the price spread. Evidence 


pointing to this has been given to the Commission at 
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a previous hearing. It is obvious that only action 
by both producers and consumers, working towards 
some equitable point between, can bring about a 
permanent narrowing of the price gap. 

There is a second reason why, in the 


wenn 


face of all the successful marketing co-operatives 
in Canada, there is still this widening gap between 
producers and consumers within the country. A 
large proportion of the products from marketing co- 
operatives goes to the export trade; for example, 
wheat is by far the leading product sold through 
co-operatives. Fish from co-operatives is very 
largely sold outside the country. There has been 
only limited opportunity for organized producers 

in Canada to sell to organized consumers. 

This, then, would be our ideal: To have 
producers and consumers, through their co-operatives, 
jointly work to eliminate the mounting costs in- 
volved in waste, over-processing, flamboyant ad- 
vertising, profiteering and the other factors 
causing unnecessary spread. 

A standard textbook of our movement 
(Co-operation, by Hall and Watkins, published by the 
Co-operative Union, Manchester, England) has this 


to say on the setting of just prices: 


"Co-operative producers and consumers 
will have to agree on what is a fair price. 
It is, of course; possible to take the view 


that they never will agree. Consumers desire 
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"goods as cheap as they can get them; farmers 
want the utmost they can get for their produce. 
The side with the greater bargaining advantage 
shall exploit the other. Such a view is more 
pessimistic than the facts warrant. It is 
not true that consumers desire cheapness 
regardless of the producer's losses or that 
producers relentlessly exact the highest price. 
Co-operative organization, because of the 
economic education it affords, teaches farmers 
to desire, above all, steady prices, for 
fluctuations are rarely advantageous in the 
long run. Such has been the state of the 
markets in recent years, that the problem 
of farmers all over the world has been not to 
grow rich, but to secure a decent livelihood. 
Consumers are usually willing to pay prices which 
they know represent real costs and have no 
wish to profit by cheapness if that entails 
sweated labour. The important condition for 
agreeing on fair price is that both sides 
shall know clearly and certainly what the 
real costs are when they come to discuss 
prices. Modern cost accounting and statistics 
should go a long way toward settling the 


question of fair prices." 


Building a system in which producers and 
consumers can meet co-operatively at some point between 


and agree on conditions of sale and price is not so 
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hopeless as we might imagine. In fact, once the 


appropriate co-operative organizations of producers 


and consumers are well established, it is comparatively 


easy. In Canada, we have an example in the dis- 
tribution of Co-op flour. It is manufactured in 
a plant in Saskatoon owned by the Saskatchewan 
Wheat Pool, and its distribution to co-op stores 

is handled by Interprovincial Co-operatives Limited 
through the various co-operative wholesales across 
the country. As far as we can see, the total 
process is controlled entirely by producers and 
consumers. In the distribution of this flour, the 
co-operators in Canada have achieved three things 
that have a bearing on the price spread: 

1) A yardstick now exists to act as a 
regulatory force in the market. 

2) The quality of the product is assured 
by the presence of the consumer interest, and in- 
directly this means a great deal in respect to 
price. 

3) All profits or savings made in the 
handling of flour are returned to those who created 
them. 

Purchasing Co-operatives: It is one of 
the basic teachings of the co-operative movement 
that the economic system which puts the distribution 
of essential goods, among them food products, under 
the control of a relatively small group, who then 
have power to manipulate the conditions of trade, 


is fundamentally wrong. When consumers allowed 
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traders to set up shop, write their own price tags, 

and decide the conditions of commerce, they surrendered 
fundamental rights which they shovld never have 

given up. This is what our noted Canadian philosopher 
of co-operation, Dr. M.M. Coady, refers to as "The 
great default of the people”. In this default, he 
says, "they failed to claim control of their consumer 
business and of their own money, and allowed an 

error to creep into the foundation of our economic 
structure." The only way the people can regain 


economic freedom and make un for the great default 


of the past is to make up their minds to go into business 


for themselves and provide their consumer needs co- 
operatively. A great pioneer of co-operatives in 
England in the last century, Dr. William King, stated 
it thus: "Your greatest weanen is your purchasing 
power, provided it is organizecs; unorganized, it 
is a weapon that is used to keep you in subjection." 
The unorganized consumers in the market have little 
to say about how they are to be served, what 
services are to be provided, how much is to be 
spent on advertising, the earnings to be paid on 
capital, or where the line is to be drawn on profits 
from unproductive or wasteful services or personnel. 
In a world filled with organization, it is folly 
for the consumers to remain unorganized. Co-operatives 
provide the tested and proven way for consumers 
to organize to protect the consumer's interest. 

In the evidence already pirsced before 


the Commission, there are several references to the 
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fact that the consumer interest in Canada is not 
In the light of history, this is 
The primary need in new countries 


well organized. 


not surprising. 
like those of North America is for production, and 
so the problems of production have received closest 
Trade and professional associations 
Labour 


Srrent.on. 


exist to represent the members as producers. 
unions mainly concern themselves with the welfare of 
Farmers have 
The most influential 


the member as a wage-earning producer. 


strong vocational organizations. 
co-operatives in this country up till now have been 
the marketing co-operatives. 

But this is changing now. Technological 
progress has meant that the age of plenty is at hand. 
For the first time in human history we see the 
possibility of having enough to go around. As 
the concept of plenty occupies our minds more, as 


it is bound to in the future, many changes will 
take place. It will become necessary to take the 
consumer more fully into account. Increasingly it 
will not be a matter of producing some product and 
then distributing it through a "hard sell" 
Such methods can succeed under conditions 
In the age of plenty, the 


program. 
of relative scarcity. 
consumer will come into his own and it will be 
necessary, more and more, to involve him in decisions 
which set the pattern for production. Co-operative- 
type organizations can have a very important role 


to play in such a development. 
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It is wrongly assumed by many that the com- 
petitive system, by its very nature, exerts an inexorabl 
pressure in business, with the result that price spreads 
tend to be kept very narrow, But the obvious fact is 
that the competitive system as practised in ordinary 
business does not protect consumers in this way. If 
it does, why do we have unnecessary duplication of 
brands of the same food product? Why do we have over- 
refining and over-processing of foods that increase the 
cost many times? Why does business go to such extreme 
lengths in wasteful advertising, expensive built-in 
services and unnecessary frills? 

Moreover, it is wrong to assume, as many do, 
that competition in present-day business is constantly 
shaving profits down to a very thin slice of the con- 
sumer's dollar. A recent issue of "The Financial Post" 
(November 1, 1958) shows the largest food companies in 
Canada with increased profits during the past year, 
although the economy of the country went into recession, 
One company (v. page 52) increased its sales by 13.9 
per cent during the past year, but its profits by 
24.9 per cent. A feature article in the same issue 
(page 56) says: "With a 3.8 per cent profit increase 
in the first quarter of '58, food processors stood 
alone in performance”. 

One of the most exploited branches of the 
food industry today is in cereals or breakfast foods. 
Here we have a prime example of how far over-processing, 
refining, packaging, and advertising can go to extend 


the gap between producer and consumer, We might, for 
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rough figuring, take 24 cents per pound as the basic 
price to the farmer for wheat. At the other end of 
the line the ultimate product which represents refining 
and packaging taken to the extreme is the set of ten 
small boxes of various cereals selling for about 40 
cents, Each small box contains about one ounce, 

which at 4 cents works out to 64 cents per pound, or 


a spread which gives the farmer about 4 cents ef the 


| 

| consumer's dollar, The remaining 96 cents has gone 

for something else than food. And the irony of it 

|; @ll is that, even at the terrible price which the cone 
sumer has paid for the services between, he receives 
something much less in terms of food value than what 

| the farmer produced from the good earth. Surely 

| here we have a situation that consumers should do 

| something about. A cooperative is the answer for 

| them, Proof is offered in what has been done by the 

| cooperatives in Canada with the breakfast cereal CO-OP 

| Wheatlets, to take one example. They cost just half 

| the price of the comparable well-advertised cereal 

which housewives know so well in Canada and U.S.A. 

It is clear that the consumer is victimized 
today by the unnecessary duplication of many brands 
and competing lines of food products which are essen- 
tially the same. The CO-OP label does something 


about this vexing problem in a practical and organized 


a fair price, and the shopper has only to pick up the 
CO-OP brand to be reasonably assured that she is 


| 
| 
| way. It simply selects a high quality article at 
| 
| 
getting value for her money. The cost of carrying 
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heavy inventories of ten or so brands, when one will do, 
is thus avoided. The only distinction necessary is 
made by the colours of red, blue and green, indicating 
different grades of the product. This is one example 
of how consumers can act co-operatively to protect 
themselves, 

Even though co-operatives in consumer goods 
are not highly developed in Canada, we still have some 
success stories to tell. One of the oldest in this 
country is the British-Canadian Co-operative Society 
in Cape Breton. Between organization in 1906 and 
the year 1957, it returned in patronage savings the 
sum of over $5,300,000 to its members, the majority 
of them coal miners who found in their co-operative a 
form of security and protection which they valued highly 
through both good and bad years. It is true that the 
British-Canadian today deals in practically all consumer 
goods, in addition to foods, needed by the average 
family, but for many years the business was mainly in 
foods, including a fluid milk service and a bakery 
(which for many years has sold bread for one cent a 
loaf below the regular price.) It will be of special 
interest to the Commissioners to hear that this organi- 
zation of consumers pays farmers 20 cents per 100 
pounds above the price set by the Milk Board, and yet 
shows a surplus from its dairy operations to return to 
members. We could hardly wish for a better example 
of narrowing the price spread. The rate of patronage 
dividend for the last period was 5% per cent. 


But patronage dividends are only part of the 
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story of this co-operative. The first quarterly report 
of October, 1906 stated: "The share capital now amounts 
to $810." 

We quote that figure to indicate how little 
money is invested in Co-operatives, and this is typical 
of Co-operatives -- how little was originally invested 
by the members, 

The report of May, 1957 showed assets of 
slightly over one million dollars, of which about 
$800,000 was owned directly as capital (not as reserve) 
by the individual members. Now, we know that during 
these years, many of them depression years in the coal 
industry, the miners had no money to invest in business, 
so we can only conclude that this sum was accumulated 
by the co-operative for the members, and it is gradually 
withdrawn by them as they become older. It is thus 
a saving to them and indirectly a narrowing of the 
price spread. 

Education and self-discipline in co-operation: 
In presenting the case for co-operatives, we do not wish 
to place the entire blame for the present situation in 
food distribution on old-line business and the com- 
petitive system. The truth is that the consumer him- 
self is much to blame; he needs the self-discipline 
of the co-operative way to protect him from exorbitant 
costs and wasteful methods. One writer on Co-opera- 
tion, Maurice Colombain of ILO, puts it this way: 

"The co-operative movement frees its members not only 
from usurers and profiteers, but also from themselves 


and their bad habits." A good co-operative society 
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can be a restraining force on our human foibles. It 
can teach us that we cannot get something for nothing, 
that extravagant advertising and gimmicks like trading 
stamps have to be charged to the food dollar, and that 
every unnecessary service between producer and consumer 
has to be paid for somewhere along the line, even though 
it can be temporarily hidden somewhere so that it appear 
that someone else is paying for it. That is why, for 
example, we insist in co-operative business that trading 
should be for cash, that credit trading costs something 
extra, and that the cost of credit should not be hidden 
or must not be shifted to those who pay cash. The 
trouble with so much of our modern business, including 
the food business, is that it tries to convince the con- 
sumer that black is white, and through costly adver- 
tising it tends to cater to and massage our human 
failings, our pride or our laziness, instead of ex- 
posing and eradicating them. Yes, consumers need 
co-operatives as protection against themselves. 
Moreover, in the complex market-place of today, 
it is quite unrealistic to expect the individual house- 
wife to gain expert knowledge of all the multitude of 
products with which she is confronted when doing the 
family shopping. The necessary research and calcula- 
tion can only be done through some sort of organization; 
and this organization must, if it is to serve the con- 
sumer well, represent the consumer above all else, A 
co-operative member can transfer to the group collec- 
tively the responsibility for making many of the neces-~ 


sary decisions. In other words the problems of the 
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shopper are half solved when she enters her co-operative 
store. We think that this fundamental characteristic 
of purchasing co-operatives should be of great impor- 
tance to the Commission in its deliberations. 

But the basis of any self-discipline of co- 
operative purchasing must be education. Dependence 
on education has a long tradition in the movement, to 
the point that a co-operative organization is in a 
very real way an educational institution. If a co- 
operative is a good one and the member is loyal, he is 
being constantly educated in the ordinary and everyday 
matters involved in membership. Thus a marketing 
co-operative is constantly educating members about 
better methods of assembling products. Likewise, 
the co-operative which distributes consumer goods can 
be a centre of education in matters of quality and cost, 
and thus act as a restraining force to keep the price 
spread within reasonable limits. 

A feature of the co-operative movement that 
deserves particular attention in this investigation is 
the extent to which the co-operatives involve house- 
wives and women generally in decisions about consumer 
goods, including food products. This is of prime im- 
portance, for unless through consumer education women 
take responsibility for putting some law and order into 
food distribution, there is not much hope for a better 
system. Women who have responsibility for spending 
the food dollar must be well supplied with the facts 
and information. They must have access to the costs 


involved in packaging, processing, extra services and 
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advertising. Furthermore, instead of being lulled by 
radio and TV broadcasters into accepting the cereal 
which will snap, crackle and pop, she must be told the 
actual food values contained in what she buys. The 
mother going to the market today needs constant advice 
and guidance in order to make wiser use of the family 
food dollar. 

Co-ops do something about this. Wherever 
co-operatives have become well established, various 
organizations of women take over this field of consumer 
education, and the results have been quite remarkable, 
for example, in the co-operatives in England, Sweden 
and France. In Sweden especially the co-operatives 
are the watch-dogs of consumer goods, to the extent 


that it is virtually impossible for consumers to be 


of essential goods. The co-ops are continually in- 
vestigating, studying, gathering data, comparing 
values. The interest of the consumers is guarded by 
themselves in an organized way. The whole field of 
consumer control is covered by the co-ops. Food la- 
boratories and testing kitchens are maintained; re- 
search is carried on, so chat science is always at 
work for the consumer. Centres of consumer education 
are conducted for the housewife. Thus the Swedish 
co-ops have accepted in a very effective way the 
responsibility for protecting the consumer interest, 
and in the distribution of food the co-ops in Sweden are 
generally regarded as the pace-setters of the nation. 


victimized or exploited in their everyday purchasing 
The final effect on the price spread must, of course, 
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be incalculable, since the agency serving the consumers 
has no other axe to grind except the discovery and dis- 
semination of truth. Here in Canada, it should be 
noted, the Women's Co-operative Guild in Saskatchewan 
is doing something worthwhile in this field and has 
proved how co-ops can involve women in the solution of 
this problem of consumer education for the housewife. 

I think, in fairness, we should mention that 
other provinces, although not too many, have the same 
thing as they have in Saskatchewan. 

This emphasis on education brings us back to 
a fundamental consideration stated at the beginning: 
that the true nature of a co-operative must always be 
kept in mind. A co-operative represents something 
that people do, not something that is done for them, 
or to them, by somebody else. It is not a question of 
what co-operatives can do about price spreads, but 
rather to what extent people, both producers and con- 
sumers, want to use co-operative methods to control 
price spreads. Co-operatives are the last chance 
people have to defend themselves if they do not want 
to see all food distribution given over eventually to 
state control to protect both producers and consumers 
from the abnormal price spreads of today. 

Conclusions: Co-operatives are in the public 
interest and should be encouraged. We think that the 
record of co-operative achievement in Canada and else- 
where amply supports this statement. Whenever the 
needs of Canadian people are thoroughly studied, the 


benefits of co-operatives are likely to receive 
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favourable mention. We cite two examples of this. 

(1) The report of the Royal Commission 
on Price Spreads submitted in 1935 suggests at several 
points that co-operative development should be en- 
couraged. Here is one quotation: "It is our opinion 
that further development of consumer co-operatives in 
Canada would be of general benefit in producing a re- 
straining influence on the practices of other mer- 
chandising organizations and assisting in consumer 
education which we feel is most necessary. The in- 
formed consumer is in himself the most valuable and 
effective check on excessive prices and poor quality." 

(2) The Royal Commission which investi- 
gated the fisheries in the Maritime Provinces and the 
Magdalen Islands, submitting its report in 1928, had 
this to say: “Tf the shore fishing industry is to 
succeed, co-operation among fishermen is absolutely 
and immediately essential. Co-operation is no longer 
an experiment ... We recommend therefore, that the 
establishment of co-operative organizations of fisher- 
men be assisted by the Department as soon as possible 
. . « If we may judge from the success of similar 
undertakings in Canada, we feel that in a very short 
time these suggested co-operative organizations will 
be largely self-supporting and would require a 
minimum of Government assistance." 

I may inject here the observation there, Mr. 
Chairman and Commissioners, that the prediction which 
was made by the Royal Commission in 1928 has come to 


pass. These co-operatives have become largely self- 
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supporting and the business organizations do not any 
longer receive any direct aid from government. 

In some branches co-operative growth in Canad 
has been rapid; marketing, credit and insurance could 
be mentioned in this category. In other branches, 
progress is steady, but not remarkable. However, the 
present figures do not tell the whole story. Co- 
operatives are now learning to co-ordinate their 
efforts and pool their strength to a much greater 
extent than heretofore, This will mean that pro- 
grammes for training of staff, for the education of 
members, for financing expansion and for carrying on 
necessary research, can be made increasingly effec- 
tive. 

At various times and places in Canada, 
governments have initiated or encouraged co-operative 
development. Co-operators are grateful for this, but 
we shall not take time to elaborate here. We would 
add, however, that though government assistance has 
been vital to certain co-operatives at some point in 
their history, by and large the Canadian co-operative 
movement is not dependent on government, except for the 
maintenance of an environment in which co-operatives 
can live and grow in a healthy way. 

A word of caution is in order on this point. 
It is our opinion that there are no short-cuts to 
sound co-operative development. The requirements are 
education and experience, for which there are no sub- 
stitutes. A co-operative is like a plant. Care may 


be taken to have good seed of a proper strain; the soil 
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can be well prepared; protection can be given from 
early frost; fertilizer can be applied; but, like any 
other organism, each co-operative must sooner or later 
learn to rely on its own resources. No other concep- 
tion of co-operative development should be entertained. 
But when we mention the need of maintenance of 
a proper environment, we open up a broad field. Under 
modern conditions, government policies to a great extent 
set the pattern of a nation's economic development. 
Governments shape the economy through policy decisions 
which are very wide insope; taxes and tariffs come 
readily to mind as outstanding examples of this. 
Governments in modern times have surrounded them- 
selves with a whole host of subsidiaries and agencies 


which affect every corner of our lives; the Canadian 


Broadcasting Corporation, the Board of Transport Com- 
missioners, the Bank of Canada, and Central Mortgage 
and Housing Corporation are examples. To state our 
thoughts in other terms, government is never reluctant 
to invade even the most vital areas of the economy when 
convinced that such intervention is in the public 
interest. We shall mention only one example of 
this. If it had not been for the work of the experi- 
mental farms and the promotion of improved methods of 
agriculture by governments, farming in Canada would 
today be very different from what it is. 

A cooperative differs in important respects 
from a business organized for profit. For instance, 
since return on investment is limited, co-operatives 


tend to have more difficulty in accumulating the 
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necessary capital. Not only is the return on co- 


operative investment fixed, but co-operative members are 


unlikely to be those who have large amounts for investment. 


Furthermore, the training of management is a greater 
problem; the manager of a co-operative has all the tech- 
nical problems familiar to his opposite member in profit 
business, but in addition has the problems associated 
with carrying on his work within a democratic framework. 

For these and other reasons, we feel quite 
justified in suggesting that in all its policy decisions 
government should be mindful of the peculiar needs of 
the co-operative movement; and we think that the Royal 
Commission on Price Spreads will perform a great service 
for the people of Canada if it keeps this point in mind 
when drafting its report. 

Summary : Since this is the final brief to be 
presented by the co-operative movement, we shall attempt 
to summarize the main points which have been made to 
the Commission in briefs by co-operative organizations: 

l. Participation in co-operatives will 
develop a more responsible body of citizens. 

2. Co-operatives reduce price spreads 
through direct action, by the payment of patronage 
dividends in purchasing co-operatives or through final 
payments in marketing co-operatives. 

3% A large number of marketing co-operatives 
and a smaller number of purchasing co-operatives in 
Canada have a long record of patronage dividends or 


savings to members. 


4. The existence of a co-operative often 
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tends to reduce price spreads generally; that is, the 
price level for all producers has risen, or the level 
of prices to consumers has fallen, because of the 
operation of a co-operative. 

5. Consumer co-operatives are the ultimate 
in organization of the consumer interest. 

6. Direct producer to consumer co-operation, 
that is the assumption by co-operatives of all middleman 
functions, the organized producer selling directly to 
the organized consumer, holds great promise for the 
future. 

ge Because co-operatives have a different 
purpose, it is possible for them to reduce certain 
middleman costs, such as excessive advertising, multi- 
plicity of brands, financing, or gimmicks. 

8. Co-operatives tend to improve quality. 
This applies to both marketing and purchasing co-opera- 
tives. In a marketing co-operative, grading is more 
likely to be understood and enforced if undertaken by the 
producers through their own associations. In a pur- 
chasing co-operative, no one has anything to gain by 
offering goods of inferior quality. An improvement in 
quality is equivalent to a reduction in price spread, 
other things being equal. 

9, Co-operatives are not monopolistic. 

The membership is open to anyone who can use the ser- 
vices offered. 

10. The trend of the past decade proves tha 
ordinary profit business, by its very nature, makes for 


ever wider price spreads; co-operatives provide people 
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with the only alternative, short of state intervention, 
to bring price spreads under control, 

Recommendations: It is not our intention to 
range widely over the whole field of interest of the 
Royal Commission on Price Spreads of Food Products. 

We shall confine ourselves to two areas: consumer 
education and co-operative development. 

(1) Consumer education: We recommend that 
a broad programme of consumer education be undertaken 
immediately in Canada for the purpose of providing the 
purchaser of food and household supplies with authen- 
tic information concerning the true value of products 
offered. To illustrate this recommendation, we 
suggest that it might be established through a national 
programme representing the consumer interest of the 
nation. This programme would be the main work of an 
association to be established by interested individuals, 
organizations and groups, e.g. labour unions, farmers' 
organizations, women's organizations, co-operatives, 
consumer associations. The project would be under 
the general direction of a board of directors repre- 
senting the member organizations. Finances would be 
provided by these member organizations, matched 
dollar for dollar by a grant from the federal 
treasury. The project would involve a large amount 
of research work, much of which it would not be neces- 
sary for the association itself to perform; for example, 
the National Research Council could be expected to co- 
operate fully. The association would be provided 


with regular periods on the networks of the CBC for 
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both radio and TV programmes. The association would 
publish a small news bulletin at regular intervals 
which, it is hoped, would be copied by newspapers and 
periodicals having wide circulation. As purchasing 
co-operatives develop in the future, they would be ex- 
pected to take over a considerable part of the work of 
the informal association. 

(2) Co-operatives: To provide an environ- 
ment in which the co-operative movement in Canada may gro 
unhampered: 

in We recommend that a Co-operative Act be 
passed by the Federal Government under which co-opera- 
tives doing business or intending to do business in 
more than one province could be incorporated, (Attempts 
on the part of the co-operative movement to obtain such 
legislation have a history of more than fifty years.) 

aie We recommend that Section 75(3) of the 
Income Tax Act be repealed, as being unfair to co- 
operatives. We will explain that further, if you wish: 
it is the section of the Income Tax Act which prevents 
a co-operative from distributing all its surplus to 
members. 

3. We recommend that the Federal Government, 
the provincial governments and the co-operative move- 
ment in Canada should together study the financing of 
co-operatives in Canada and develop some acceptable plan 
which would help to compensate the co-operatives for 
their disability in this regard. "This regard” there 
means "financing’’. 


4. we recommend that the growing importance 
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of research should be recognized by government and 
steps taken to ensure that co-operatives have access 
to sources which can provide them with as much infor- 
mation as possible as a basis for sound growth and 


development, 
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THE CHAIRMAN: Thank you Mr. Staples and 
Mr. Laidlaw. 

MR. STAPLES: Mr. Chairman, perhaps I could 
point out this brief was drafted by the people you 
see before you, and has had a great deal of consider- 
ation by the co-operative movement across Canada 
even involving the Board of the Co-operative Union 
of Canada in session, at which time they went through 
the draft copy approving particularly the summary 
and conclusions and recommendations. 

THE CHAIRMAN: Thank you. I would like 
to add from our point of view we are extremely 
grateful to the co-operatives to whom we sent 
questionnaires for the fine response we have had 
from them. We really were given co-operation at this 
time. 

MR. STAPLES: We are very glad to hear 
that. We had a rather uneasy feeling this Commission 
knows far more about the co-operative movement in 
Canada than we do. 

THE CHAIRMAN: We are still learning. 
Professor Drummond, would you start the questioning? 

COMMISSIONER DRUMMOND: I don't suppose it 
matters very much, Mr. Chairman, as far as where one 
does start from. 

On page 7, there is a paragraph there that 
suggests an awful lot to me; the middle paragraph. 
You speak of the recent development of rural district 
co-operative supermarkets similar to the one that 


has just recently been opened in Winnipeg. 
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In most respects I suppose I would say that 
this type of consumer co-operative is actually 
playing the same game, and pretty well in accordance 
with the same rules as the private supermarket 
chains. It is in direct competition with them. 

The reason I mentioned this is that to the 
extent that co-operative supermarkets goes along; 
plays the same game with the same rules, it is there- 
by, it seems to me, giving at least lip service 
to the methods represented by what we may call your 
opposition, that is the private chain supermarkets. 

I think perhaps the Commission would be 
interested to hear from you, something about the 
extent to which co-operative supermarkets at least 
actually are attempting to depart from the methods 
and practices being followed by the private chain 
supermarkets, and perhaps in particular, I would 
ask you to give us your reaction to this thought: 

We all know that consumer co-operatives have 
attempted and are attempting to narrow the spreads, 
and achieve savings for their members by paying 
back at the end of each fiscal year end what they 
call patronage dividends which is equivalent to a 
price reduction. It is " peastponed." 

I am wondering what you would think 
about the idea of large consumer co-operatives, 
instead of postponing these patronage dividends, 
paid them right at the start, and all along the 
way. They would simply offer the equivalent of 


the patronage dividend in the form of an immediate 
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price reduction. In other words, offer the goods 
for a lower price than the others are doing at the 
time the goods are sold. 

I think this has actually been experimented 
with by co-operatives in some other parts of the 
world. I think we would like very much to hear your 
general reaction about the feasibility of this idea, 
particularly in viéw of the fairly repeated 
suggestion that we hear that private chains today 
are engaged in types of competition other than price 
competition. 

MR. STAPLES: That is quite a tall order, 
Dr. Drummond and Mr. Chairman. It is true the 
co-operative stores, particularly perhaps the so- 
called co-operative supermarkets do follow to quite 
an extent the methods of other firms in the business. 
This may be deplorable, but I think it is inevitable, 
a certain measure of it is inevitable. We do not 
think about co-operatives really -- though we do a 
lot of loose talking about them -- we do not think 
of co-operatives as competing in the ordinary sense 
of the term. We think of co-operatives as set 
up for a different purpose, to serve a special 
group of people, the membership. We cannot choose 
the environment. Others compete with us. We do 
not compete with them, so to speak. I am not sure 
I make my point clear. 

There is however a very important principle 
involved in that point. Now, I think we can assume 


that because co-operatives do represent or do seek 
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to represent the pure consumer interest, as they 

get stronger, and more influential, they can gradually 
perhaps I should say slowly, although I hope it might 

be rapidly -- change some of the wasteful methods 

of doing business; wasteful, I mean, from the consumer 
standpoint, not necessarily from the chain standpoint, 
to the people who are actually doing it. I think 

that is the whole point. 

As far as the other point is concerned, 
about the immediate payment of a patronage dividend, 
or price reduction, there is quite a difference of 
opinion around the world in the co-operative move- 
ment on this very point. You will find that the 
movement in Sweden, for instance, does not by any 
means hold rigidly to this principle, of selling 
at the going market price. If the members feel 
they are too high, they do not hesitate for a moment 
to cut it, and cut it substantially. 

I spent four days in London, England, in 
September. While I was there the London Co-operative 
Society, the largest one ,wwith great publicity,cut 
its price levels on many lines of stable goods 
substantially. That was a new departure. They 
were not following the going price any more. I 
heard at the start,that this decision,to come to 
this decision, required weeks and months of discussio 
and study on the part of the Board of Directors 
because some thought it was a departure from a sound 
principle, but they did depart. They felt the 


price level was higher than necessary. 
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There is another point to this problem. 
I think it is something that the Co-operative 
movement in Canada has given inadequate consider- 
ation to. I think some of the very best marketing 
co-operative organizations in Canada should operate 
on an agency basis. They handle the end product, 
and they take no responsibility for it, except 
for providing the service. They undertake -- 
they are obligated to the members to supply certain 
products, and to return probably every cent they 
get at the ultimate point of sale, less cost of 
operation. 

I think the co-operative movement in 
Canada may have to do some pioneering and experi- 
mentation in trying to apply that principle to 
consumer development. This would not be @asy. I 
can outline a beautiful scheme in pure theory, 
but this runs into some difficulties because you 
can hardly expect the consumer to contract with his 
co-operative to buy his groceries for him, in the 
sense the farmer would contract to do a marketing 
job. I think we could expect only a very tiny 
minority of consumers would be interested. We 
would have to shade that principle somewhat, but 
in my own mind, and in this I do not speak for the 
organized co-operative movement, I do feel the 
very real possibilities for a sort of reverse agency 
set-up. 

In other words, it is the collective buying 


plant, and the buying is done at the wholesale point, 
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and goes on the shelves, and can be marked on 

the wholesale price. This is pure theory, and 
when the consumer checks out -- before the consumer 
enters the store, he is obligated to pay what is 
marked on the goods, plus the cost of operation. 

I am sure that Mr. MacKichan and some of 
the other co-operative leaders across Canada will 
regard this as a very wide departure from present 
methods. 

I am only saying we should provide more 
research, more study, more consideration to the 
matter that you have raised. 

I would not want to just cut the prices 
to take care of the patronage dividend because we 
might run into trouble. There may not be any 
patronage dividends. We might be operating at a 
loss. I hope I have directed myself to the point 
in question. 

COMMISSIONER DRUMMOND: It is very effective. 

COMMISSIONER MacKICHAN: I would like to 
interrupt here. I think we would do better if we 
were buying at the manufacturing level, rather than 
the wholesale. 

MR. STAPLES: It may be. 

COMMISSIONER WALTON: In your co-operative 
stores, or generally in your co-operative stores, 
do you handle other than your co-operative brands? 

MR. STAPLES: Oh yes. 

COMMISSIONER WALTON: Are you able to 


sell these more cheaply than competitive brands? 
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MR. STAPLES: Well, I think --. 

COMMISSIONER WALTON: Or do they tend to 
be about the same? 

MR. STAPLES: I think they tend to be about 
the same. The policy is not always followed, but 
the policy is to sell at the going rate. 

COMMISSIONER WALTON: That is the rate you 
claim the supermarkets charge, what the traffic will 
bear? 

MR. STAPLES: Yes. 

COMMISSIONER WALTON: So that is really 


holding an umbrella over the co-operative brand, in 


a way? 

MR. STAPLES: In a way, yes. 

MR. LAIDLAW: Of course, the saving there 
is not mainly in the price. The saving would be 


made by the co-operative in the fact it does not 
have to carry a large number of competing lines. 

COMMISSIONER WALTON: That is if they 
just carry your own brand? 

MR. LAIDLAW: Yes. We have a few co- 
operatives in Canada -- unfortunately, there are not 
too many -- that do not try to go along with the 
supermarkets and regular business, and all of this, 
but who hew to the line in the co-operative theory 
of having only co-op brands, and eliminating all 
advertising and such, and these co-ops are able to 
show a very considerable saving for the members. 

One co-op, I have in mind, does follow 


that completely, and their saving is not so much in 
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the price that they save in one article, but the fact 
that they only have to carry, for example, one brand 
of soap flakes instead of ten, one kind of tomato 


juice instead of five or six. They save on in- 


ventory. They save in the space and the costs involved. 


COMMISSIONER WALTON: Does that satisfy 
the customers who do not mind not having all those? 

MR. LAIDLAW: Well, of course, the decision 
has to be made by the members. 

COMMISSIONER WALTON: Yes. 

MR. LAIDLAW: We have found it is futile 
to try to force that on our members. They have to 
pretty well make up their own minds to it, and it 
has to be done gradually. In communities where it 
is done, they have achieved a saving which in some 
cases is quite remarkable. 

COMMISSIONER KIDD: On your recommendations, 
there are one or two questions I have. You say 
that in order to establish this association that 
you have in mind, yeu would like to see the contri- 
butions of the societies matched dollar by dollar by 
the Federal Treasury. New, do you not think it would 
be preferable to have such an association apart 
independently of any government; or to put it 
another way, what would be the advantage of having 
a government and still further do you not think 
there may be governmental interference? 

MR. STAPLES: I suppose there is always 
that danger. Perhaps this needs further thought. 


We were only outlining this as an example of how it 
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might be set up, but to your question it seems 
quite correct to take the view that the Government 
of Canada has some responsibility for the welfare 
of the consumer, and for helping to organize and 
inform consumer interests. Most of the assistance 
has been on the other side. Most of the Government 
assistance policies seem to go for the assistance 
of various groups of producers, but this would redress 
the balance to some extent. I think there is one 
other word might have been put in our brief. There 
should and no doubt would be some modest limit 
to the amount of the government contribution. 

COMMISSIONER KIDD: You say that the 
association would be provided with radio time, and 
with public news bulletins, again with government 
contributions. We note that there are some inde- 
pendent publications in the United States which do 
publish bulletins on marketing. First of all, 
what do you think of that sort of approach and 
secondly, were you thinking in terms of cost analysis, 
volume analysis, marketing analysis, doing all those 
things for your membership in such an issue? 

MR. STAPLES: I think the answer is yes. 
We do think of that although we do not think of it 
as an organization with a skyscraper office and 
hundreds of employees and that sort of thing which 
might be implied in just an affirmative answer to 
your question. We were thinking of this as a 
relatively small organization in terms of its staff 


and budget, which would do what it could with 
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research machinery, and machinery for distributing 
information and so on. It would do what it could 
to keep the consumer as such informed. It would 
De @ terrific job. 

COMMISSIONER KIDD: If a new item came 
on the market, for example, would you think you would 
analyze it for quality and comparison of costs and 


inform the consumers of these features? 
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MR. STAPLES: fat it is pure conjecture 
but I feel in theory in its work such an organization 
would specialize; they might go on with breakfast food 
and do a very fair investigation of this and provide 
people with the resulc of their investigation rather 
than taking on some new product as a special detail. 
I have no idea how it would operate on day-to-day 
work. 

COMMISSIONER KIDD: On the recommendations 
on the Co-operatives you say: 

“We recommend that a Co-operative Act 

be passed by the Federal Government under which 
co-operatives doing business or intending to do 
business in more than one province could be 
incorporated (attempts on the part of the Co- 
operative movement to obtain such legislation 
has a history of more than fifty years.)" 

Does that allow you to develop in a greater degree or 

keep the general stores, or what? 

MR. STAPLES: We would not want to say it 
would enable us to compete, it would enable us to do a 
better job for members. ‘There has been no Co-opera- 
tive Act and never has been, nothing under which a 
co-operative could be organized, and the result is 
that every time we want to incorporate a co-opera~ 
tive federally it has to be done by a special Act. 

COMMISSIONER KIDD: How would this enable 
you to serve the members better? 

MR. STAPLES: Well, we have incorporated 


a number of such co-operatives but it is a slow 
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business where it has been necessary. For instance, 
take a co-operative wholesale organization as we have 
in Saskatchewan. We will say that in order to provide 
its members with coal -- this is consumer goods though 
not food -- it has to provide itself with a source of 
supply and so it requires a coal mine in another pro- 
vince. It also requires a lumber mill in another 
province, Organizations such as that should have 
access to good legislation under which they can operate 
and not have to start over and over again every time. 

COMMISSIONER KIDD: On No. 3, have you any 
ideas as to how capital can be raised? They require 
a capital? 

MR. STAPLES: Well, there is a good deal of 
co-operative financing machinery in Canada. There 
are co-operative credit societies,which are central 
organizations, in a number of provinces. There is 
the Canadian Co-operative Society which is not a very 
large organization in terms of its operation, and all 
this leaves out of the picture for the moment the 
very extensive co-operative movement in the Province 
of Quebec. I would think that somehow machinery 
could be adjusted, perfected, perhaps reassembled, 
in order to do a better co-op financing job. I 
think the government might well consider making some 
fund available under proper safeguards through some 
such machinery. We are trying to anticipate the 
results of the study here and we are not really ready 


to do that. 


One other word. As we indicated in the 
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brief, financial assistance to co-operatives has not 
by any means functioned in Canada to any great extent. 
Perhaps the most notable is in the Chairman's ow 
province where the electric companies are doing a job 
to distribute electric power, and they are doing it 

to quite an extent on government money under an 
appropriate programme, I think that attitude towards 
the co-operative development should be extended; 
finances should not be just available to co-operatives, 
as it is in some cases, more or less on an emergency 
basis. We should have a conscious, planned programme 
worked out, and to do that we have to have federal- 
provincial co-operation as well as the co-operative. 
That is the basis of our thinking. 

COMMISSIONER KIDD: Here is a question we 
often hear when we are discussing co-operatives: in- 
stead of having patronage dividends, why does the 
co-operative not reduce its price to the consumer? 

MR. STAPLES: That comes close to the ques- 
tion Dr. Drummond was asking, at least one part of 
one of his questions. Well, the offhand answer, of 
course, and che answer that the co-operative movement 
would have in mind is, it is not able to reduce the 
price because you are not sure the price is too high 
until the end of the period. You cannot estimate 
your costs until the end of the period and you do 
not know what the cost of distribution or handling 
is going to be until the end of the fiscal year. Mif 
we reduce the price by ome per cent or two per cent 


that would in many cases run co-operatives into a loss, 
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COMMISSIONER COUVRETTE: You are selling 
at market prices, are you not? 

MR. STAPLES: Yes, in the main) 

COMMISSIONER COUVRETTE: The same thing 
applies to other competitors too? 

MR. STAPLES: That is right. 

MR. LAIDLAW: There is also the added 
danger of starting a price war where the co-operatives 
are comparatively weak, and under a price war it could 
be fatal, so as long as co-operatives are not dominion 
business they think it would be wiser for them to 
follow the market prices. Sweden gives us the 
example. The co-operatives in Sweden do not general- 
ly follow the market price. The co-operatives of 
Sweden are so well established, they are so firm in 
their operations and so well known and accepted that 
the co-operatives are the base centres and they set 
the prices and they deliberately cut prices as low as 
they possibly can. 

COMMISSIONER COUVRETTE: well, I seem to be 
the black sheep at this table. I am a middleman, but 
I might say that I am open for conversion, but the 
brief so far has not converted me to any extent this 
morning. However, do not give up. You have friends 
on this Board and they will do their best. 

There are a few questions that could be 
asked but there is one particularly that strikes me. 
It is a very strong statement on page 22, the last 
four lines on the page: 


"Co-operatives are the last chance people 
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“have to defend themselves if they do not 
“want to see all food distribution given 
“over eventually to state control to protect 
“both producers and consumers from the abnormal 
“price spreads of today.” 
Now, can you elaborate? Is there as much danger 
from state control as from the co-operatives? 

MR. STAPLES: Of course, the fact is, and 
I think the indications are, that the world of co- 
operative development tends to minimize the need for 
government intervention because co-operatives repre- 
sent the people themselves, they are the people in 
business, and they feel if they can protect themselves 
government does not need to get into the picture, 

That is a general re-statement of that point. I am 
not sure if that is an adequate answer, but then again 
I am not sure I understand the question. 

COMMISSIONER COUVRETTE: Well, of course, it 
is a very broad question. If we are in danger of 
slipping into state control I took it for granted that 
this statement meant that under our actual system it 
was the one to lead us into it and that co-operatives 
could offer some salvation. That is what I understand 
from this statement. I was just asking how people 
regimented into total co-operative systems like the 
one you have mentioned in a couple of places -- two 
or three places in the brief -- where you said that 
your contention is that the old system of food distri- 
bution should be owned by producers and consumers. 


You said that in a couple of places. 
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MR. STAPLES: Yes. 

COMMISSIONER COUVRETTE: Well, with people 
so regimented, would it not be easy, in state power, to 
take control over much easier than if you have, let us 
say it frankly -- again I say I am a black sheep member 
but it would be easier to exercise control over a bunch 
of regimented men than over a lot of individualists? 

MR. STAPLES: Yes, but why would government 
want to do it under such circumstances? 

COMMISSIONER COUVRETTE: Oh, well, govern- 
ments and powers sometimes it would appear have done 
queer things in the past. 

MR. LAIDLAW: Is it not true that where 
abuses creep into our economic system in one place or 
another eventually public opinion forces the government 
to pass measures to protect one side or the other and 
we also have that to some extent in the food industry. 
For instance, producers, farmers in Canada, are now 
guaranteed on quite a number of products by floor 
prices. Consumers, on the other hand, are protected 
in some places, for instance, by the Milk Board set- 
ting prices for milk distribution. Fifty years ago 
such a thing was unknown in Canada. There was no 
regulation, but gradually we have more and more regula-~- 
tion and we have in many other aspects of life too, 
and I think eventually where abuses creep in govern- 
ment will take over sooner or later and they will do 
it in food too. 

COMMISSIONER COUVRETTE: I agree with you that 


abuses are always bad things whatever side it comes from 
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but it is your belief that cooperatives would be better 
protection against such a result, any abuses, to some 
fairly acceptable system. 

MR. LAIDLAW: It is not always abuses either. 
It simply is a situation, a situation that may not be 
the result of abuses but just a change in conditions 
or gradual evolution in some form or other. We have, 
for instance, food surpluses in Canada today and if it 
were not for government intervention, government 
regulations and government assistance of one kind or 
another the Canadian farmer in Canada would be in a 
very, very sad plight. 

COMMISSIONER COUVRETTE: Now, Mr. Staples, I 
think a few minutes ago you stated that there is a ten- 
dency in co-operatives to get away from asking for 
government protection and yet in the same brief you 
have said somewhere in the past it has been helped by 


government but fortunately it is growing away from that. 


Am I right? 
MR. STAPLES: Yes. We said some co-opera- 
tives had received assistance, The movement as a 


whole thas not, but you will find examples of co-opera- 
tives that at some point in their history had some 
government financing. 

COMMISSIONER COUVRETTE: Now, in the same 
brief you also seek to ask in your conclusions or 
recommendations, the second part of them, for some help 
from government which does not agree with what you 
stated when you said you were trying to get away from 
it. 


MR. STAPLES: Well, government help under 
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proper circumstances according to a properly worked 
out plan is one thing, some measure of government 
control or intervention is quite something else. 

The two may not necessarily add up to the same thing. 

COMMISSIONER COUVRETTE: No, but do you 
not think that the helpers generally like to have a 
say in things and are likely to try to get more con- 
trol and more control? 

MR, STAPLES: I hope if that is necessary -- 
we have, for instance, in the Co-operative Credit 
Societies a growing number of co-operative leaders who 
are thoroughly schooled and specialized in this busi- 
ness I mention -- co-operatives. This is a special- 
ized field and it is through that machinery, I think, 
if I may say so, that any government money should be 
channelled to co-operatives so that it is used in the 
judgment of the people who know best, at the point 
of greatest need, and this would not involve any 
control only to the extent that government would say, 
“We will make this much money available and no more” 
which is control up to a point, but that is the proper 
field for government. 

Now, I think this kind of thing needs con- 
sideration. To return to our basic statement on this 
in the brief, because as we tried to say the modern. 
economy in Canada or anywhere else reflects govern-~ 
ment policy. If the government is going to ignore 
-- if I might use that rather harsh term -- co-opera- 
tive development and assist in many ways other forms 


of enterprise than the co-operative movement then the 
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co-operative movement will not develop as quickly as 
we would like to see it. However, I agree there is a 
middle road and we would rather see it our way and 

we would like to see the government get in with the 
co-operatives and work out some plan which would keep 
the public interest very clearly in mind. 

COMMISSIONER COUVRETTE: Of course, there 
are a lot of advantages claimed by co-operatives and 
it is the work I want to get some more information on. 
At one point here on page 12 -- I do not know who they 
are, I do not have to know -- I see on the second line 
you say that in a particular period they received about 
$46 million in earnings? 

MR. STAPLES: Yes. 

COMMISSIONER COUVRETTE: Now, these earnings 
have been distributed to a lot of individual members. 
These members, of course, have paid their income tax 
and their own income tax? 

MR, STAPLES: Yes. 

COMMISSIONER COUVRETTE: Would you say the 
total of this income tax paid by the individual members 
would amount to as much as a corporation earning $46 
million? 

MR. STAPLES: Well, I would say not likely 
because a good many of those members would not be 
paying much income tax, perhaps none. 

COMMISSIONER COUVRETTE: Nell, what I want 
to get at is this, it may be a certain advantage to th 
farmers to be members of a co-op, but we must not for- 


get the other side of it, that these taxes that would 
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have been paid by a corporacion would have gone to the 
government and handed back to the citizens and they 
are citizens so they are losing part of it through this 
way of taking away a certain amount of taxes from the 
government hands; is that not right? 

MR. STAPLES: Well, I am not sure I follow 
the question. Under any system, whether it is co- 
operative or what it is, the resources the government 
requires will come from some place. It comes from the 
same place it comes from now. That is the people. 
Even if the corporation pays income tax it comes from 
the people because it has to come out of the margin 
somewhere and in co-operatives the set-up will take 
that, the money will just come from the people. As 


a matter of fact, I do not quite follow your question. 
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COMMISSIONER COUVRETTE: Then, what is the 
advantage of switching when, under the present system 
it comes from the people, and whatever system you 
adopt it would still do that? Where is the gain? 

MR. STAPLES: The main reason for or- 
ganizing co-operatives is to escape income tax. You 
say, what is the reason for switching? 

COMMISSIONER COUVRETTE: Well, this is the 
third place where I have asked that question,and I 
suppose it will need more clarification in my own 
mind again, but, as you say on page 5, if the whole 
system of food distribution should provide certain 
consumers co-operatively, then you will be in a 
position where all the taxes would come from private 
income taxes spread amongst all the members of the 
co-operatives, and there would not be any more from 
co-operatives in that field, since everything would 
be under a co-operative system. 

MR. STAPLES: There would be many other 
industries left to tax. 

COMMISSIONER COUVRETTE: Well, we are on 
food, and that is important enough: 25 per cent at 
least of the Canadian budget. Let us stay in this 
field, if we may. 

MR. STAPLES: Yes. 

COMMISSIONER COUVRETTE: Isn't that so, 
that it would change the taxation picture? 

MR. STAPLES: Yes, it would change the 
taxation picture, that is right. Incidentally, on 


this point you have, perhaps, a very strong point in 
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one way of speaking, because it means patronage 
dividends paid by a consumer organization should 

not be able to be -- it is a savings he has already 
been taxed on his personal income, and so the 
Government gets no revenue from that source -- as 

far as co-operatives are concerned, for quite obvious 
reasons. 

COMMISSIONER COUVRETTE: It seems to me 
it is fair to say that if co-operatives gain, they 
don't gain as much as the cheque they get. 

MR. LAIDLAW: I think it should be pointed 
out that in the illustration you take of the marketing 
co-operative, the $46 million that they have received 
in patronage earnings, is only part of the gain. 

In addition to that they have built up for them- 
selves $60 million in plants that are servicing 
them, and I think its members in that particular 
co-operative, even if they didn't receive the $46 
million in patronage dividends, would still be 
strong supporters of their organization because of 
the services they get from the plants. 

COMMISSIONER COUVRETTE: I am not dis- 
cussing the achievements of the co-operatives at all. 
I am just stating that that $46 million -- and that 
is why I spoke only of patronage earnings -- because 
that is the money that they get in cheques and 
it is not returned as income. 

MR. LAIDLAW: Not in consumer co-operatives. 
This is a marketing co-operative. 


COMMISSIONER COUVRETTE: It would be in 
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a seller's co-operative? 

MR. LAIDLAW: In this case the members 
would have to pay income tax on that portion. They 
would simply add it to their income. 

COMMISSIONER COUVRETTE: In this case they 
would have to? 

MR. LAIDLAW: Yes. 

COMMISSIONER COUVRETTE: Well, that is the 
case I was referring to. 

MR. STAPLES: Mr. Couvrette, Mr. Chairman, 
raises the principle of income tax, and it is a 
very difficult one to get away from, but if we 
are going into that, it will take us a little time. 


COMMISSIONER COUVRETTE: My only point 


was to perhaps bring to your attention that according 


ti me that that is a little benefit from government 
that you are getting through escaping the scale of 
corporation taxes. However, I don't think we will 
agree this morning on that -- I am sure. 

MR. STAPLES: Let us see if we can agree 
on this: The co-operative movement does not object 
to the principle of income tax, and it does pay 
income tax the same as any other business, except -- 
and there is one exception -- in the case of a co- 
operative which is newly organized and not over 
three years old, there igs no income tax; but, in 
all other cases, the Income Tax Act applies to all 
businesses equally -- co-operative or non-co- 
operative. Your business can pay patronage dividends 


if it wants to, and it won't be taxed on them -- 
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subject to certain conditions. 

COMMISSIONER COUVRETTE: Just like everybody 
in Canada can join co-operatives, and in principle 
you should not need to ask for more protection of any 
kind. 

MR. STAPLES: I am very glad to hear you 
say that, sir. 

COMMISSIONER DRUMMOND: In your recom- 
mendations, the first one is that you recommend 
consumer education, which is an excellent point, 
but you mention a lot of associations which should 
partake in such a scheme: Who is going to take 
the lead in that? Are you suggesting the government 
should do it? It seems you are not suggesting 
anybody there. 

MR. STAPLES: That is a very good 
question. I don't know what organization should take 
the lead. I think if this Commission were to recom- 
mend some such set-up, all the organizations 
named here and a few others we haven't named, 
could be got together to explore the possibilities. 

I don't think that would be too difficult. 

COMMISSIONER DRUMMOND: Would you include 
the National Council of Women and the C.A.C.? 

MR. STAPLES: Yes, I think it should be 
a much longer list; we were only using examples. 

COMMISSIONER KIDD: Would you include 
the middlemen too? 

MR. STAPLES: I think perhaps in another 


few weeks we might be able to do that. 
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THE CHAIRMAN: That sounds like an excellent 
note on which to close this discussion. I thank 
you and those who helped in the preparation of this 
brief, and particularly the members of your move- 
ment who turned out this morning. 


MR. STAPLES: Thank you, very much. 


--- A short recess, 
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--- Upon resuming. 


Submission of 


UNITED PACKINGHOUSE WORKERS OF AMERICA 


Appearances? 


Mr. Lyle Cooper Research Director 
Mr. Fred Dowling Director 
Mr. John Lenglet Assistant Director 


THE CHAIRMAN: We will now hear the brief 
from the United Packinghouse Workers of America. 
Mr. Cooper and Mr. Lenglet are with us. Do you 
wish to read the brief? 

MR. LENGLET: I will begin the presentation 
and Mr. Cooper will complete 2s 

THE CHAIRMAN: If you wish to change over, 
that will be fine. Just proceed, please. 

MR. LENGLET: The United Packinghouse 
Workers of America (UPWA) is an organization 
whose interest in the subject of price spreads on 
food results from the position of our members both 
as producers and consumers. 

As producers, the members of our District 
Number 8, with headquarters in Toronto, slaughter, 
dress and process livestock into meat -- accounting 


for most of the Canadian meat which is exported 
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as well as that which is sold to domestic consumers. 
In addition, men and women who belong to the 
United Packinghouse Workers are an important factor 
in other branches of the Canadian food industry, 
including poultry, fruit and vegetable canning, 

and flour and cereals. In passing, for the 
Commission's information, it should be noted that 
in the United States and Puerto Rico most of the 
production work in the manufacture of cane sugar 

is performed by UPWA members, with a majority of 
the cane-field workers in Puerto Rico also belonging 
to the Packinghouse Workers. 

As a major factor in the production of 
these important foods, obviously one of our first 
concerns is to strive, through collective bargaining, 
for the establishment of minimum standards of 
income, safety, health and security for the member- 
ship. Here the ultimate aim, indeed ideal, is to 
provide adequate family income and security for 
UPWA members as consumers. 

However, in striving for the attainment 
of this ideal we find that the fortunes --or mis- 
fortunes -- of other groups of producer-consumers 
are of great concern. Chief of these groups are 
the farmers and ranchers. For example, prolonged 
drought in the Prairie provinces eventually has a 
devastating impact on the production of livestock 
as well as of grain. Equally, if not more devastatin 
are livestock prices so low and/or so unstable that 


they force the farmer and rancher to curtail breeding 
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drastically. The sequel of reduced livestock pro- 
duction is sharp cutbacks in marketing and slaughter. 
And these cutbacks play havoc with our members! ability 
te obtain steady employment and stable incomes in 

the packing plants. 

Therefore, in our industry short weeks and 
layoffs are directly traceable to the economic 
Situatian of the farmer who produces livestock and 
ather food. This is a,basic conditioning factor, 
an important fact of jJife, for the workers in the 
meat packing industry of Canada. It explains why 
the United Packinghouse Workers strongly favours 
those measures which will enable the agricultural 
producer to maintain output at levels sufficiently 
high as to provide the mass of consumers food at 
prices they can afford, accomplishing this on a 
relatively stable basis -- that is, without abrupt 
and erratic year-to-year changes in the volume of 
livestock channeled into the packinghouses. 

x It is appropriate to state at the beginning 
that much of the discussion which follows is concerned 
with the increasingly decisive factor in price 
determination and price spread, the food chain 
stores and supermarkets. In our view, the chain 
store and supermarket now occupy the most strategic 
position in the entire complex broadly defined as 
"the food industry". The chains and the super- 
markets occupy this central and increasingly con- 
trolling position both in respect to the consumer 


and the farmer -- and probably also in respect to 
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important segments of food processing, The problems 
growing out of this increasing dominance doubtless 
ramify beyond the subject of price spreads as such, 
but a correct understanding of current price spreads 
on food requires a close look at the leverage in 

the hands of chain stores. 

However, before setting forth the reasons 
for the view just indicated, it is appropriate to 
present our position on certain producer aspects 
of the problem. 

To our knowledge there have not been any 
real attempts, in the submission from other groups, 
to place responsibility on organized labour for 
the growing price spread on food products. To be 
sure, we understand that a few witnesses have made 
general and somewhat vague references to "higher 
labour costs" as a significant element in bringing 
about this increasing spread. But we do not 
believe adequate factual data have been presented 
to the Commission in support of such opinions. 

To make such statements "stick", as the members of 
this Commission well understand, it would first 

be necessary to implement the statements with 
statistical proof that wage rate increases, together 
with related labour costs that can be assigned to 
units of output, had substantially outrun increased 
output per man hour -- thereby increasing unit 
labour costs. 

Second, to obtain valid data and meaningful 


insight on unit labour costs, account would need 
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to be taken of significant changes in the "product 
mix." For example, historically there has been a 
marked trend in the meat packing industry toward 
marketing at retail a smaller and smaller proportion 
of meat in fresh form and a larger and larger pro- 
portion which is frozen, cured, canned or is in the 
form of sausage. The total effect of these 
additional stages of processing is to increase the 
manhours of work beyond those required at the fresh 
meat stage. This trend, at any given time, may 

or may not have been counteracted by technological 
improvements which, to date, have been most far- 
reaching in meat processing or "manufacturing" as 
distinguished from slaughtering and dressing. Actually, 
"labour-saving" technological changes -- including 
new plant layout -- appear to have offset the changes 
a "product mix" that, of themselves, would seem to 
require more labour in the meat packing plant. 

For present purposes, however, the significant 
point in that any attempts to obtain a realistic 
understanding of trends in manhour output would need 
to take account of significant changes in "product mix," 
Perhaps it is necessary to stress this fact because, 
although everyone would recognize at once that 
changes in the “product mix" in the metals fabricating 
industry are of vital importance when attempts are 
being made to appraise manhour output trends, there 
may be a disposition on the part of some to assume 
that comparable changes do not take place in the 


food industry. 
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Our brief discussion of wage rate increases 
and increased labour productivity has centered on 
the claim that wage rate increases, by adding to 
costs, force up consumer prices. We return later to 
the same subject with attention directed mainly to 
the effect of higher labour income on prices 
received by farmers. 

The importance of "product mix" becomes evi- 
dent when we examine the selected price spread data 
that are published annually in the Economic Annalist, 
issued by the Marketing Service, Economics Division 
of the Department of Agriculture. In the Economic 
Annalist for August, 1958, in an article by Z.Y. 
Yankowsky entitled "Price Spreads and Farmers! 

Share of the Consumer's Food Dollar", are tables on 
the marketing margin and farmers! share for "14 
selected agricultural commodities" for the years 1949 
to 1957. Important as these 14 items are, the 
selection necessarily omits numerous other products 

(a typical supermarket boasts of at least 5,000 

and up to 7,000 consumer items -- most of which are 
food). Moreover, the 14 selected items are assumed 
to be essentially the "same" in 1957 as they were 

in 1949. For example, eggs, beef, pork, canned 
peaches, etcetera -- as well as potatoes -- are 
assumed to be duplicates of one another from year to 
year. The rationale evidently is that only by 
keeping items substantially "identical" is it possible 
to maintain stable benchmarks for "margin" and "share" 


comparisons over time. 
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But, while this approach has a certain 
plausibility for measuring purposes, it seems tacitly 
to take for granted that the items to be measured 
really have not changed in the 8-year period 
covered by the table. Yet, while a pound of "beef, 
blue brand" in 1957 may essentially duplicate a pound 
of this beef as of 1949, the composite pound of 
"beef" as well as of "pork" has changed significantly 
in these eight years. And the changes in this 
composite have meaning not only for consumers but 
also for livestock farmers. 

What holds relative to meat applies also 
to all or most of the other 14 selected items. It 
particularly holds for the wheat farmer who not only 
supplies the raw material for 2 of the 14 selected 
items, wheat flour and white bread, but also 
for cake flour and numerous "mixes" -- not to speak 
of the ever mounting number of packaged cereals. 

This basic problem of realistic measure- 
ment is not solved at all by simply extending the 
list of selected items beyond 14. The U8. 
Department of Agriculture in its Marketing and 
Transportation Situation publishes quarterly 
marketing margin and farmers! share estimates for 
60 items which make up its "market basket". It 
might be assumed that 60 items is much better 
than 14. But how much "better", and better for 
what? These questions can only be answered by 
stating that the difference is one of degree -- 


that the attempt to measure changes with respect 
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to foods that are assumed to be static and unchanging 
is on the wrong track. This is because the assumption 
itself is mistaken: The "product mix" as the house- 
wife encounters it in the grocery store for virtually 
every one of USDA's 60 items, as well as the 

Canadian Department of Agriculture's 14, has changed 
in recent years -- and most of them radically. Or 
perhaps more accurately: The "product mix" ultimately 
derived from the crops and livestock (raw material) 
raised by farmers and ranchers has radically 

changed. The significance of this is driven home 

when one recalls that the typical supermarket has 

many thousands of food items on its shelves, most 


of them intensively processed and elaborately 


| 

| packaged. Even if the list of 14 selected items 

| were to be extended not to 60 but to 160, it would 
continue to provide an unrealistic and biased 
measure. 

I would draw your attention to the foot- 

note. 

| The nature and limitations of USDA's 
"market basket" are authoritatively described by 
Kenneth E. Ogren of the Department's Agricultural 

| Marketing Service: "The market-basket series is 

| 


designed to measure trends in the charges of a 


reflect in any marked degree changes in marketing 
services or types and quantities of food bought 


Hy W 
by consumers" Trends in 


fixed quantity of marketing services and does not 
Marketing Costs and Practices -- The long term view", 


TOSS - 


Sntensdom: .bos obtete od. oF sis aa 
smoLiquypes eid saugsed ef ee 
devon eft ag “wha peubeng” eh ‘rrenisd atm ‘ek 
yilauss:iv set stobe yxesorg send af L: rodsuane @ 
act} we Ifsw ae jomect’ OO ‘sTAGeO {5 ene: 
‘begmado asd ,af, eaxuifyoitgaA To Scemivaged n 
a0) «6 Uitgortbat molt’ to sao bis = Btsay bnso87 4 
Wifetsatsiv “nim goubote” ef? | oeLotationg arom rTarcktel 
‘Ltetroica wer) MeoteovEL Bue esqoto eid aot Bey vial 
(iserbeayt esd evtettesas brs “bie? <0 
oro nevith ef elu to sensoltianke wat 5 Sahisie 

‘ue! Faslrtenpogus. [sortase ond, add antxben sie vs 
TeOM pevtorle ei! sm ‘ented? bos Ao: ahaesmond 
vistsiedets bee Sspesootq yloytaneomicmedy L 
amadi Sstosfon 82: %O steEL oie At neva > Cee 
bigow th ,.03L of Sint DS a¢ Jon Bebnedxe ed od 


nedatd base olveahteenw oa ebiverg 67 ‘egak; 


S 


AIF! “be nso hited heb bre eteyan |rit 

vd Hedizsbab ulovitaticorizea ose Wabladd os 
LeuvTiv¢oiaysA s*aneniysge eth to netad <i sigs 
tee Jedged~lanven an” -eniviss anive 

8 ‘lo sefrssco oft ak eirisiFi-etttesem of 5s: 
Yor e306 bnew sanhvras aaivesisaen to vyiitadep § ‘ail 
orth tam ok astrisio seineb selina ye ak too laa 
tripod Hoot to eslitineup Bae esygs Fo weak 


as) 
ebrost® ; "st envniae @ 


h 
w+ 
rs 


v ovget naok sit -- sesteogrd Bis e2aad yet Se 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4221 


pp. 5-63 a paper presented at the 34th Annual Agricu- 
itural Outlook Conference, Washington, D.C., 
November 27, 1956. 

THE CHAIRMAN: Mr. Lenglet, I do not wish 
to limit you in any way, but if at any time you 
would like me to call attention to the footnote, we 
will see it is copied into the record without you 
needing to read it. 

MR. LENGLET: All right. 

Perhaps we @e labouring the obvious. But 
the practical import of these considerations justifies 
the conclusion that the "marketing margins" and 
"farmers! shares," as they are at present computed 
and publicized, systematically understate the 
total marketing margin on food and overstate the 
farmers! share of the consumer's food dollar. 

This is the unavoidable outcome, first, because 
existing measuring techniques attempt to make static 
comparisons for periods in which dynamic changes 
have occurred on items they purport to measure and, 
second, because hundreds, if not thousands, of 
important food items are not measured at all. 
Granted that the statistical difficulties of at- 
tempting to take account of technological changes 
and to weight for "new" products are well nigh 
insurmountable -- even if no problems were en- 
countered in obtaining necessary funds -- the fact 
remains that present attempts at measurement have 
such a narrow and (by assumption) such a stationary 


base as to create more misleading confusion than 
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clarification. 

In the light of these considerations, the 
opening sentence of the above cited article in 
the Economic Annalist appears to be clearly incorrect. 
It reads: "In 1957, farmers received slightly more 
than 44 cents of the dollar consumers spent for 
farm foods of Canadian origin." Because the list 
of 14 selected items, even in 1949, was so incomplete, 
and taking into account the continuing multiplication 
of consumer food items derived from the products 
of Canadian agriculture, "44 cents of the dollar" 
is, we believe, unquestionably a marked over- 
statement. 

By the same token, the estimating procedures 
that have been relied on both in Canada and the 
United States have habitually minimized the actual 
marketing margin. To state this leaves unanswered 
the question of how legitimate the increased -- 
and increasing -- price spread is. But before 
attempting to come to grips with this crucial issue, 
there is one other aspect of the production and 
producer aspects of the price spreads problem 
that deserves comment. 

It is a frequently expressed view that, 
historically, farmers have been relatively weak 
bargainers -- tending "to sell cheap and buy dear". 

As a generalization, we think this is unquestionably 
correct. The matter has been well expressed as 


follows: 
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"agriculture hold an advantage over the in- 


dividual producer because of greater bargaining 
strength, superior market information, and 

the ownership of storage facilities. Idle 
capacity in processing facilities contribute 

to high processing costs. 

These and other deficiencies in the op- 
eration of the free market for agricultural 
products result in unncessary price movements 

Thus, the income problems of farmers are 
due in large part to conditions over which 
they have little or no control. A large 
section of the farm population is subject 
to chronic poverty and lacks the resources 
to expand or to leave agriculture" .--Province 
of Saskatchewan, Royal Commission on Agri- 
culture and Rural Life, 8 Agriculture and 
Rural Life, 1956, p. 24. 


This bargaining weakness of the individual 


farmer is spelled out as follows with respect to the 


cattle producer: 


"To a large degree the buying and selling 
of cattle is a subjective process, the ap- 
praisal of the animal's value depending on 
judgment of the dressing-out percentage and 
the probable cut-out value. In addition 
bargaining is an art in which the usual 
puyer of cattle must be skilled in order to 


remain in business. In view of this, how is the 
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"producer likely to come out in a transaction 
with a skilled buyer? The chances are that 

in a large number of cases he probably receives 
less for his cattle than he might if represented 
by an experienced agent. To the extent that 
cattle purchased by drovers and dealers are re- 
sold in stockyards, this is likely to be true; 
otherwise, there would be no profit in re-selling=- 
M. Rachlis, "The Structure and Operation of the 
Canadian Livestock Market System", Canadian 
Journal of Agricultural Economics, Vol. 1, No. l 
(1952); Reprint, p.4. 

Mr. Rachlis, who is on the staff of the 
Economics Division of the Canada Department of Agri- 
culture, indicates that these bargaining handicaps 
of cattle raisers initially applied also to the 
farmers who produced hogs. But he points out 
that this handicap has been overcome in some 
measure through federal carcass grading of hogs -- 
ped, p. 18. 

In the discussion which followed the 
presentation of Mr. Rachlis' paper, K.A.H. Buckley, 
Department of Economics, University of Saskatchewan, 
described the characteristics of a competitive 
market for livestock, and he expressed the view 
that real competition did not exist "in the inter- 
mediate markets for livestock." He then stated 
that "the livestock processing industry in Canada 
is properly described as an oligopoly with a 
competitive fringe. That is, on the buying side in 


the market, there are a few buyers taking a major 
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share of the supply and therefore, on theoretical 
grounds there is a basis for suspecting some degree 
of exploitation. Mr. Rachlis points out that 

"the barter trades in cattle and the small volume 

of hogs sold in organized market centres also 

violate conditions assumed in the theory of com- 
petition. I am not stating that there is exploitation 
in these markets but only pointing out that the 
possible implications of these departures from 
competitive conditions should be investigated by 
research workers interested in the marketing of live- 
stock in Canada -- Now some farmers appear to 

think a gain may be made in the co-operative 
marketing of livestock, or in other words that 
monopoly elements do exist in the livestock 


field,” -- ibid, p.38. 
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The views just quoted were expressed in 1952. 
To the extent that nothing approaching complete competi- 
tion in the marketing of the farmers' cattle existed in 
1952, evidently that condition has not been significantly 
altered by 1958. For in 1958, as in 1952, not much 
over half of the cattle marketed for slaughter were chan- 
neled through public stockyards where, presumably, the 
farmer has a certain degree of price protection through 
an experienced seller acting as his agent, 

With respect to hogs, however, the bargaining 
disadvantages of many farmers have been somewhat reduced 
since 1952. There has been marked growth in the co- 
operative marketing of hogs, particularly in the 
Province of Ontario. While perhaps this development 
of collective bargaining has gone the farthest among the 
hog producers of Ontario, it has much wider poten- 
tialities, The subject has been intensively examined 
by Professor D. R. Campbell in a recent article en- 
titled "Collective Bargaining in Ontario Agriculture 
and Industry’! ~- Canadian Journal of Agricultural 
Economics, Volume VI, No. 1 (1958). Professor 
Campbell's analysis makes clear that collective bar- 
gaining is needed for the protection of the individual 
farmer for essentially the same reasons that it is 
needed by the individual wage earner ~~ namely, the 
overwhelming handicaps both suffer when they attempt, 
as individuals, to bargain over what each has to sell, 
In fact, for the farmer, as for the wage earner, the 
expression "individual bargaining’ is a misnomer. 


For both individual farmer and worker are so passive 
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in the market place that real bargaining does not exist. 

Professor Campbell also makes clear that for 
both farmers and workers to bargain effectively, strong 
legislative protections are required, In Ontario, for 
wage earners chis is accomplished through the Labour 
Relations Act and for farmers through the Farm Products 
Marketing Act -- with the latter, in Campbell's view, 
scmewnat more far-reaching than the former in the degree 
of legislative protection provided. 


In terms cf th 


ie) 


Commissioa's investigation the 
great vulnerability of the farmer to price changes on 
primary agricultural products has merked significance. 
For the price spread is initially measured from the 
index of farm prices for particular farm products; and 
index changes in any one year are likely to be much more 
abrupt and greater in magnitude than the dollars and 
cents changes in marketing charges -- since these latter 
charges tend to be somevhat "sticky". (This statement 
by Ogren is worth quoting: "Most of the sharp decline 
in the farmer's share of the consumer's food dollar 
which has received so much attention was the result of 
lower farm prices rather than higher marketing costs." 
Pee Cts, De Os Waile Ogren was speaking of the 
Situation in the United States, we believe his statement 
also applies to Canada.) 


The matter here under discussion is clearly 
indicated in the article on price spreads in The Econo- 
mic Annalist for August, 195d. For example, in Table 
I (p. 94), we observe that the marketing margin index, 


which is on a 1949 base, fell from 127.1 in 1952 to 
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124.5 in 1955, whereds average farm prices for the 
14 selected items fell from 108.6 in 1952 to 97.2 in 


Since this point drop was much greater than the 


Loic 
point drop in the marketing margin, the price spread 
To be sure, che 


increased during these three years. 
drop in the marketing margin index may have been more 


apparent than real, because to the extent that our 
“product mix” critique above is valid, it is quite 


possible that the total margin -- not that for only 
fourteen items -- increased, 
But in any event, inspection of these figures 


and reflection on the vulnerability of farm prices to 


wide swings, makes it essential to attach great weight 
The frequent abrupt changes in farm 


More=- 


to this factor, 
prices cause marked changes in price spreads; and these 
changes may be doubly significant for virtually all 


farm products ranging from potatoes to cattle, 
over, in the sense that commercial fishing may be re- 


garded as a specialized type of 'farming’’, since its 
products are also subject to price vulnerability 
essentially the same price spread problem applies to 
fishermen as to those who till the soil. 
We conclude that a major method for reducing 
price spreads on food products is a much more wide- 


spread organization among farmers for collective bar- 
To the extent that farmers now 


gaining purposes. 

stand passive and helpless with respect to determining 
the terms of sale for the crops and livestock they pro- 
duce, they are in constant and chronic danger of their 


costs not being covered and their families receiving 
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substandard incomes, While the incidence of this 
state of things is not the same for agriculcural pro- 
ducers in all sections of Canada or for farmers who 
specialize on one product, it is, to repeat, a chronic 
condition which hangs like a sword of Damocles over the 
heads of the great majority of farmers. 

Therefore this source of the price problem 
-- the weak bargaining position of most farmers -- in 
our considered view requires careful evaluation by the 
Commission. We are also convinced that the realities 
require the Commission to set forth a constructive 
programme which seeks to ensure a fair share for the 
farmer of the consumer's dollar and to maintain this 
share at a reasonably stable level. Even though any 
remedial measures proposed by the Commission may not be 
completely new under the sun, in all likelihood the 
Commission's position and prestige would weigh heavily 
in the right direction. 

While granting that the bargaining position of 
the farmer needs to be much stronger, we are entitled 
to be concerned about the apparently inexorable tendency 
of marketing charges on food to become larger. This 
steady though gradual tendency is ascribed to various 
causes. Higher labour costs due to the pressure of 
organized labour is a favourite explanation of those 
who have other fish to fry -- that is, those who seek 
to discredit the organized labour movement for reasons 
which are not motivated by concern over the price 
spread problem. we must hasten to record our impres- 


sion, however, that there has been much more effort to 
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muddy the waters on this subject of labour costs in the 
United States than in Canada. 

The subject has been ably dealt with in the 
submission of the Ontario Federation of Babour, i Cii.C;, 
to this Commission, The statistical evidence set 
forth in that submission demonstrates that increased 
man-hour output has almost certainly matched the in- 
creases in average hourly earnings for the food and 
beverage group of industries as a whole. In addition, 
data are presented in the Federation's submission which 
show that hourly and weekly earnings of food and bever- 
age workers experienced a significant relative decline 
in comparison with those received by most workers in 
manufacturing during the decade 1946 to 1956. In 
this respect food workers as a whole have much in common 
with farmers who have also suffered a relative decline 
in income during this ten-year period, And a 
majority of both groups is also in the unenviable 
position of failing to receive average annual incomes 
adequate for family living. 

MR. COOPER: In addition to the overall 
evidence already submitted to the Commission relative 
to labour cost trends ~-- with emphasis on the changing 
"product mix’ -- it is worthwhile to call attention to 
the fact that marketing margins on both beef and pork, 
as reported in the Economic Annalist, August, 1958, 
Table 2, page 94, actually fell for the period 1952 
to 1956, 3.7 cents per pound (from 29.0 to 25,3) on 
beef and for pork rose by only 3.4 cents (from 24,1 
to 27.5) in this period. The figures for 1957 show 
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increases but they are preliminary estimates subject 

to revision -- this aside from the “inadequacies of 
data" (p. 93) which limit the accuracy of any one 
figure, when it is kept in mind that substantial 
wage rate increases have taken place in the meat 
packing industry, a quick inspection of these yearly 
margin figures on beef and pork indicate that rate 
increases have been largely counteracted -- and in some 
years more than counteracted -- by greater labour pro- 
ductivity and by other economies. Moreover, when the 
margins, measured in cents per hour are deflated by 

the cost of living index, it becomes evident that there 
has been only a nominal increase in the real cost per 
hour for most of the fourteen selected items over the 
entire decade, 1946 to 1956. And where there appears 
to have been real increases, in the absence of de- 
tailed breakdowns it cannot be taken for granted that 
such increases in cost are properly ascribable to 
higher labour costs. This is because labour costs at 
the meat processing and retail meat marketing levels 
are only two of a number of components which make 

up the composite marketing margins on fresh beef and 


pork, 


With reference to the footnote, I think it 
is quite germane, and I would like to call attention 
to the fact that on this footnote it is drawn from 
what in the submission is Appendix °’C’', and the entire 
appendix, I think, is a very valuable source of infor- 


mation on this subject. 


(Careful estimates based on overall data 
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indicate that labour costs at the packinghouse level 
in the United States are about 3% cents per pound 

and in the retail meat departments a little over 4 
cents; whereas the total margin on beef is around 

30 cents per pound and on pork around 26 cents, -- 
See ‘Meat Price Trends,‘' by Victor L. Anfuso, Chairman, 
Consumers Study Subcommittee of the Committee on 
Agriculture, House of Representatives, U. ©. Congress, 
Congressional Record, August 5, 1958 and U.S.D.A., 
Marketing and Transportation Situation, July, 1958, 
Table 23. Significantly the labour cost of 3% 

cents per pound applies to all the processing carried 
on in the packinghouse wnereas the pounds of meat 

are computed on a fresh meat basis. Therefore, 3% 
cents over-estimates the actual labour cost of fresh 
meat.) 

Here, with the Commission's permission, 
reference to a pemphlet study dealing with livestock 
and meat price data in the United States may be of 
some value. The pamphlet, Workers and Farm Income, 
is by Stephen Raushenbush; it was issued by the Public 
Affairs Institute, Washington, D.C. Much of the 
analysis in Workers and Farm Income examines the 
charge that the disastrous drop in hog prices which 
took place in the United States during 1955 -- and 
largely parallelled in Canada -~ was due to excessive 
wage increases in the meat packing plants. This was 
on the theory that a large part of such increases 


was shifted back to farmers in the form of lower bids 


for hogs. 
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The circumstance that the Secretary of 
Agriculture, Ezra Taft Benson, was among those who 
made that charge gave it a Standing that it might not 
have had otherwise, However, it is not appropriate 
to take the Commission's time even to summarize the 
extensive statistical evidence which shows how mistaken 
Mr. Benson was in his assertion that wage increases 
of packinghouse workers were a major factor responsible 
for U.S. hog producers' low prices in 1955-56. This 
subject is dealt with in the first 19 pages of 
Workers and Farm Income, 

More directly pertinent is the discussion 
relating to the "Food Market Basket" which begins 
on page 21, For the year 1951, the farm value of 
all the items in the "basket!’ was $495, By 1955 the 
farm value had dropped to $396 -- a “give away,” in 
the language of Mr. Raushenbush, of $99. He then asks; 
“Where did it go?" Raushenbush answers his question 
as follows: “He (che farmer) gave $48 of it ($579- 
$531) to the food marketing industry and $51 of it 
($1026-$975) to the consumers. 

“The $51 he gave to the consumers was due 
to excess production and lower prices. Labour costs 
are not to be blamed for that. 

“If labour is to be blamed for anything, it 
must be found in the $48 per market basket that the 
farmer yielded to che food marketing industry.” (Page 
23). 

Raushenbush then arrives at the actual labour 


cost factor in this $48 increase by first computing che 
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the number of "baskets" for each of the five years 
1951-1955, and the total food processing wage bill for 
the same years, From these two figures he derives the 
direct processing labour cost for basket (see Table VI, 
page 23). He finds that the increase was from $65.43 
to $69.17. This $3.74 increase for the four-year 
period amounted to 5.72 per cent, although Table VI 
shows that from 1953 to 1955 there was a $1.80 decrease. 
Raushenbush concludes that the $3.74 increase for the 
entire four-year period “is 7.8 per cent of the total 
increase in distribution costs and 3.8 per cent of 
the combined gift to consumers and distributors which 
the farmers made over the period.” (Page 24 -- see 
also Table VII, page 24). 

Highly significant is the previously men- 
tioned drop of $1.80 in the labour cost per "basket" 
in the 1953-55 period. such a drop indicates that 
wage rate increases during the two years after 1953 
were more than counteracted by increases in labour 
productivity. This decline of labour cost per ''basket” 
also means that the increases in the marketing margin 
which tock place in 1954 and 1955 were caused entirely 
by other factors --were in spite of reduced unit labour 
costs at the packinghouse level. The detailed figures 
in support of this view are contained in Workers and 
Farm Income, Table VII, page 24. I would like to 
say here that I have supplied the Secretary of the 
Commission with copies of this pamphlet "Workers and 
Farm Income" which is to be numbered Appendix ''D" in 
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not yet received from Washington the copies, so I 
could not specifically refer to the appendix; I 
wasn't sure whether they would arrive. However, 
they have now been supplied to the Commission and 
staff. 

The figures in this table, according to 
Raushenbush, 

". « . point to a very large 'take! by those 
parts of the distributing sector which did not 
include food products workers at all. Some 
92 per cent of all the money which distribution re- 
ceived in increaged amounts per market basket,and 
some 44.7 per cent of the whole farm 'give- 
away' per food basket, are to be attributed to 
those parts of distribution which do not 
include food products workers. 

"It would seem desirable for both farmers 
and workers to see whether there is rank in- 
efficiency in the food distribution sector, or 
whether this additional money per basket has 
gone to 'fancying up' food unnecessarily or 
to higher costs of materials for packaging or 

trucking costs or middleman profits, or to 
higher labour costs in the wholesale and retail 
sector of distribution. 

"This examination should be carried on 
without forgetting for a moment that the farmers 
gave away $51 out of every food basket to the 
consumers in the form of lower prices." 


The unnecessary "“fancying up’’ of food and 
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related factors alluded to by Raushenbush, to the extent 
they exist in the United States are also substantial- 
ly duplicated in Canada, They will shortly be dealt 
with more fully in this submission. However, one 
final consequence from the impact of higher wages in 
food manufacturing and distribution industries requires 
mention. This is the increased demand for goods and 
services -- including farm products -- which results 
from higher wages in the non-agricultural sector. In 
the previously quoted paper by Kenneth E. Ogren which 
was presented November 27, 1956, after observing that 
"a sizeable part of the increase in spreads over the 
past five to ten years is attributable to higher 
labour costs,” he states: 
“However, the overall rise in wage rates 
of all labour during this period has been re- 
flected in a much larger increase in the pur- 
chasing power of labour. To what extent these 
forces are countervailing ones is almost impos- 
sible to determine” (op. cit., pp 4-5). 
A year after making the statement just quoted, 
Ogren's formulation on the same subject was somewhat more 
precise and emphatic: 
"General increases in marketing costs, 
which are much more common than decreases, do 
not necessarily lead to lower farm prices, 
Costs of marketing farm products may increase 
because of general increases in wage rates that 
are a part of a general rise in wage rates through- 


out the economy. Labour payments make up 70 per 
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cent or more of total national income, so tHat 
a general increase in wages may raise consumer 
demand for food enough to offset the effect of 
higher costs on farm prices." -- Policy for 
Commercial Agriculture -- Its relation to 


Economic Growth and Stability, Papers Submitted 


by Panelists appearing before the Subcommittee on 


Agricultural Policy -- Joint Economic Committee, 
November 22, 1957, page 257," 

While we believe that Ogren fails to esti- 
mate the full increases that labour productivity have 
made in food processing, thereby causing him to 
exaggerate the cost-increasing effects of higher 
wage rates, the attention he directs to higher pur- 
chasing power arising from increased wages is surely 
well taken. In passing: it is unfortunate that 
Secretary of Agriculture Benson -- or the public 
relations men who prepare his speeches -- are not 
conversant with the carefully formulated views of 
USDA economists, such as Ogren, who intensively study 
food marketing costs. For if Mr. Benson were 
better informed perhaps he would avoid making public 
charges, as he did in 1956, that $10 per hundred- 
weight hogs were mainly due to unwarranted wage in- 
creases at the processing level. 

But for present purposes much more impor- 
tant than the blanks or blind spots in Secretary 
Benson's understanding is the fact that increased 
labour income in the food industries, as a stimulant 


to purchasing power is, if anything, a relatively 
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more important factor in its impact on the farm economy 
of Canada than holds for the United States. This 
arises out of the relatively greater importance that 
the food industries occupy in the national economy of 
Canada, In "Canada's Fabulous Food Market," Canadian 
Business, September, 1958, N. K. Dhalla estimates 

that the food industries of Canada account for one- 
fourth of all employment in the nation. 

Of course, the enlarged demand for food, 
with resultant benefits to agriculture, arises from 
the wage-earning population as a whole -- not solely 
those who are employed within the food processing 
and distributing industries, The statements 
quoted from Ogren above make this clear. 

But it is equally obvious that when atten- 
tion is narrowed to the role played solely by the 
workers in the food industries, the wages paid such 
workers must not be regarded exclusively as a cost 
of production item. In principle this holds for 
any group of workers, no matter how numerically small. 
But, as Dhalla indicates in Canadian Business, em- 
ployment in the food industries possesses a central 
place in the Canadian economy. Therefore, such 
criteria as low average family income and the widely 
prevailing substandard wages among Canadian food 
workers take on added practical meaning -- particular- 
ly when we think of the potentials for increased pur- 
chasing power for food and other necessities that 


hinge on higher wages. 


Concerning this broad segment of the Canadian 
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consuming public which these food production workers 
constitute, we urge the Commission to give them the 
weight in its deliberations and findings that their 
importance justifies. Underlining our position is the 
nutritional deficiency suffered by a large proportion 
of the Canadian population. While comparisons with 
U.S. per capita food consumption, taken alone, would 
not be at all conclusive, the findings by Jean Mann 
Due in "Consumption Levels in Canada and the United 
States, 1947-1950," are indeed arresting. In 

this article, which appears in Canadian Journal of 
Economics and Political Science, May, 1955, the 
author makes comparisons of total average per capita 
income for the two countries, devoting special 
attention to food consumption. 

Five measures of comparative food consump- 
tion provide quite different resulis. But the 
author regards Measure "'F'’ as most valid; it takes 
into account per capita intake of essential nutrients 
and "weights per capita quantities of each major 
commodity consumed by its annual retail price in 
each country” (page 178). By this method the author 
found that for the period 1947-50, Canadian per capita 
food consumption averaged 88.8 per cent of U. S. per 
capita food consumption. In Canada, nutrients 
available for per capita consumption in food energy 
in calories was 92 per cent of the U. S. per capita, 
and in vitamin A (in international units) 78 per cent 
(page 178). The lower per capita food consumption 


which existed for the "average Canadian” in 1947-50 
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should be viewed in the light of U. §. data which shows 
that a large proportion of the population in all 
sections of the country -- and including rural resi- 
dents -- suffers from serious nutritional deficiencies. 
To be sure, some people eat too much and others, whose 
incomes are more than adequate, experience dietary 
deficiencies, But consumption studies reveal that 

the greatest nutritional deficiencies -- particularly 
in calcium, animal proteins and certain of the 
vitamins whose best source is fresh fruit and vege- 
tables -- correlate closely with inadequacy of family 
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This suggests that a similar pattern 
exists in Canada -- only more so. Such a view 
assumed that any real -- as distinguished from money-- 
income increases taking place in both countries since 
1947-50 have not greatly altered the findings in 
Due's study for those years. Recalling that large 
numbers of consumers are always "below average," 
when such measures as average per capita 
micome and a “craze per ecanita 
food consumption are employed, re-enforces the 
case for overcoming the widespread condition of sub- 
standard food consumption -- typified so strikingly, 
and somewnat ironically, by the great body of workers 
who process and distribute food in Canada. 

It is in the light of the considerations 
just outlined that the high cost of food which the 
consumer encounters in the grocery -- dominantly 
the chain store and supermarket -- must be viewed. 

To be sure, nutritional deficiencies are doubtless 
not as severe as they were, say, 20 years ago. 

But the progress that has been made is not an answer 
to the formidable nroblem which still remeins. 

Nor do reassuring statements that current 
compensation for an average hour's labour will 
buy more food than was possible at some earlier 
date. This holds irrespective of the statistical 
pitfalls or "bugs" often present in the purported 
"ynroof"” that average wages per hour will buy much 
more than formerly. The specific fallacies which 
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frequently exist in claims of this nature are 
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discussed in "Figures Don't Lie But ..." Consumer 
Reports, March, 1953, p. 131. Since this analysis 
is brief and to the point -- and also because it 
directs special attention to meat price comparisons -- 
we are reproducing it as Appendix A. As shown in 
Appendix A, the dates selected for comparative 
purposes are usually decisive in determining whether 
the wage earner appears to be currently getting more 
or less food for his or her wage dollar than at 

some selected earlier date. But this does not by 
any means "solve" the high cost of food problem -- 
either subjectively as the housewife tries to make 
ends meet or, objectively, when the measure is a 
scientific standard of nutritional requirement for 
health and efficiency. 

Thus, the high cost of food as a major 
element in the high cost of living continues to 
plague most consumers. When one looks for the 
places or areas in the complex marketing structure 
where unnecessary pyramiding of costs, waste and 
excessive profits exist -- and therefore where 
fruitful remedial measures are most needed -- ad- 
mittedly complicated problems are encountered. The 
various elements in the marketing structure are so 
closely interwoven and the interaction of these 
elements is such that it is not easy to separate 
cause from effect. 

Nevertheless, as stated at the beginning 
of this submission there is increasing evidence, in 


the view of marketing authorities, that the chain 
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stores and supermarkets play the dominant role and, 
increasingly, exercise the whip hand among the 
economic groups and forces operating in the food 
marketing structure. 

Representative statements from the writings 
of marketing specialists are worth quoting at this 
point. N.K. Dhaila in "Canada's Fabulous Food 
Market II", Canadian Business, October, 1958, 


writes: 


there are about 2,000 supermarkets 
in the country at present. (1,000 chain 
stores and 1,000 independents)... The chains! 
share of the total sales of grocery and 
combination stores rose steadily from the 
average of 26.9 per cent in 1947-51 to 37.1 
per cent in 1952-56 and 42.9 per cent in 
LeDT + 

Several reasons can be cited for the 
growth of chains in recent years. Financially, 
they are well-equipped to undertake expansion 
and modernization. A large grocery store 
involves an investment of anywhere from one- 
quarter of a million dollars to as much as 
a million or more. This is too big a sum 
for an ordinary grocer to raise all by hin- 
self. The chains are also more aggressive 
4n their merechandizing policies than the in- 
dependents. They carry more items and 


are less hesitant to promote new products. 
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"They have, besides, the advantage of centralized 
planning and inventory control." (pp. 48-49). 
It will be noted that the 42.9 per cent of 

sales in 1957 enjoyed by the chains does not include 
sales of the 1,000 independent supermarkets which Mr. 
Dhalla states also involve too high an investment for 
the "ordinary grocer". He envisages continued growth 
of the chains! share of the grocery business, fore- 
casting that their percentage will be 48 by 1965 and 
their increase in sales volume 50 per cent compared 
with a 20 per cent increase for the "independents" 
which include the non-chain supermarkets (p.64). 
Additional developments up to 1965 are forecast as 


follows: 


"Trends toward fewer retail outlets will 
continue. Large stores with sales over two or 
three million dollars a year will take an in- 
creasing share of the market. More and more 
independents, in order to meet competition, will 
be compelled to join co-operative and voluntary 
wholesaling groups. Consequently, whole- 
saling will become less of an independent, 
profit seeking function and more of an integral 
part of the retail organization. The move- 
ment toward vertical integration will become 
more pronounced. It will not be unusual to 
find the big national chains owning and op- 


erating bakeries,canneries, dairy factories, 
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are integrated vertically. 
all own and operate bakeries, milk-processing plants, 
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(p. 64-65). 


"and produce packing plants". 
(Vertical integration which originates with 


food chains in the United States is described by 
Professor George L. Mehren of the University of 
"Most of the larger chains 


The 4 largest chains 


coffee-roasting plants, and numerous distributing 


Some of these companies also operate 


warehouses. 


canneries, general packaging, egg exchanges, butter 
and cheese factories, laundries, bottling plants, 


poultry and meat dressing facilities, and praluce- 
The largest chains, both national 


packing plants. 
and regional, also maintain integrated purchasing 
"Marketing Co-ordination and 


departments." 

Buyers! Requirements," Policy for Commercial 
Agriculture, Joint Economic Committee, 85th Congress, 
Ist Session, Government Printing Office, Washington: 
See also the section headed "Procurement by 


p.290. 


Retailers" where the impact of chain-store specifications 
is discussed and the reasons for the elimination 


of "pranch houses of national packers and of old- 


line wholesalers’ are explained, pp. 291-294.) 
These predictions of Mr. Dhalla, which seem 


conservative, spell an incrensing dominance and 
control by chain stores not only over wholesaling and 


types of processing mentioned by 
But, based on 


> 


processing but also over agricultural producers. 


in Canada are likel 
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Strangely, 
Dhalla do not include meat packing. 
Sctrates,chains 
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also to engage in meat packing. However, whether 
they build or acquire meat packing plants, it is 
to be anticipated that they and other supermarkets 
will increase their already considerable bargaining 
advantage over the packers in making meat purchases. 
This is because, with the rapid decline of the 
small butcher shop, the concentrated mass buying of 
meat by the chains is shifting the balance of power 
over bargaining away from the packers and into the 
hands of chain managements. 

A consequence of strengthened price pressure 
on the packers is likely to provice an added incentive 
for them to exert their full bargaining advantage 
in dealing with livestock farmers. If packer profit 
margins on the wholesale prices for meat and the 
other food products they process are squeezed by 
chain store pressure, an inviting opportunity exists 
to transmit this pressure backward in lowered bids 
for livestock. For we have seen that the live- 
stock farmer is usually in a weak bargaining position 
with respect to the packer. 

While Mr. Dhalla gives no explicit 
recognition to the changing bargaining relationships 
in the livestock and meat industry which are definitel 
taking place, the implications of what he has to 
say about integration, quoted and underlined above, 
logically lead to views similar to those we have 
just expressed. Mr. Dhalla does menifest a keen 
awareness, moreover, of the general trend that is 


taking place in agriculture as an outgrowth of "pig 
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chain" functioning: 


"Even agriculture has not been left un- 
touched. The big chains increasingly find 
that open markets, wherein price and supply 
are set day by day, simply cannot secure large 
and regular flow of agricultural products of 
uniform quality necessary for mass merchandising. 
Consequently, they tend to by-pass auctions, 
terminal markets, and wholesale commission 
markets. The contract is often signed 
directly with the farmer (either personally 
or through go-between) for regular delivery 
of a specified quantity of a given product at 
a fixed price. With their markets thus assured 
the farmers can afford to specialize and so in- 


creasé their output at a lower cost per unit.” 


hoe 02) 


The rosy view of Mr. Dhalla, in describing 
the kind of chain-s*ore integration that is carried 
back to the farmer, is not subscribed to by all 
writers on food marketing. And farm leaders have 
oxpressed fear that the outcome of the contract system 
which chain stores (and, before them, many canneries 
and other food processors) are introducing into 
agriculture will culminate in the family farmer 
becoming a new species of "shere-cropper." 

The drive for s*tndardization is not merely 
for the "uniform quality" (referred to by Dhalla) 


but also for standardization in size of fruit and 
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vegetables. As demonstrated in a recent article, 
even farmers! co-operatives which were instituted 

as a means of providing much more control over their 
members' prices #nd products in imoortant instances 
have already become, in effect, agents of the chain 
stores. 

"The marketing problems facing producer 
co-operatives require more than the adjustment 
of packing, processing and selling mothods ... 
The providing of product featuresd esired by 
the retail segment will necessarily invce?.vec. 
increased handling costs and increased tonnage 
of low-value, unsalable, or culled-out products 
unless correlative adjustments are made in 
production practices." -- "Mass Merchandising 
and the Agricultural Producer," by Norman R. 
Collins and John A. Jamison, The Journal of 


> a . -2 * =< 
Marketing, April, 1950 pp. 305- 


The views of Collins and Jamison are el- 
aborated and amplified in the article just quoted. 
Their main concern is the increasing economic subserviente 
that farmers are experiencing as a result of chain-store 
"Standards." Bus it is also evident that consumer 
choices are correspondingly limited, and that con- 


sumers are being deprived of unsalable" but ralatable 


food. 


. 


Collins and Jamison evidence a concern 
throughout their article over the marked shift in 
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chain store: 
"Striking changes are occurring in the 


pannel 


structure of the food market. The retailer 
in the past decade has assumed the position 
of prime mover in initiating a mass-con- 
sumption orientation of the food industry. 
Shifts in scale and technology have resulted 
in retailers developing price, brand, and 
promotion policies and, most important of all, 
have increased their ability to make these 
effective 

Effective retailer power means that 
profit determinants of the retailer are 
increasingly important in the description 
and appraisal of the entire food marketing 
structure. The line of effect through 
all industry levels is neither direct nor 
uniform but unmistekably present and 


strengthening." (pp. 357-58). 


Indicating clearly the kind of"retailer" 
they are discussing, are figures cited by Collins 
and Jamison which show that supermarkets (both chains 
and "independents" ) account for only 9 per cent of 
all stores in the United States, and 62 per cent 
of sales. Supermarkets are defined as stores "making 
annual sales of more than $375,000." "Superettes", 
with annual sales of $75,000 to $375,000 and con- 


stituting 23 per cent of all stores, account far 
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an additional 28 per cent of sales. The context 
indicates that the percentage applied to 1956 (p. 358). 

These authors have in mind primarily 
conditions in the United States, But such conditions 
are essentially paralleled in Canada. In fact, 
Dhalla indicates that Canadian chain stores are in 
a relatively stronger position -- in part because 
"in Canada the corporate chains learnt the lesson 
from the experience of the United States, and they 
moved in the supermarket field before the ir¢ependents 
could do so"; and in part "though the Canadian chain 
store is patterned on the U.S. model, it has sur- 
passed the latter in efficiency". (op. cit. 

p. 49). 

There is no point here in attempting to 
examine closely Dhalla's view that the chain stores 
in Canada are more "efficient" then those in the 
United States. Shortly, we go into the whole 
concept of "efficiency" in broader terms than 
equating it with profitability as Dhalla apparently 
does. But on the test of profitability which he 
applies: After all, in considerable measure there 
is an overlapping of companies -- for example, 

Grand Union, Safeway and A & P operating in Canada 
and Loblaw (including its large stake in National 
Tea) in the United States. Mezcover, as pointed out 
by Dhalla, the chain-owned supermarket in Canada 

has greater relative. importance than in the United 
States, and the resulting economies from larger 


volume for the average chain store in Canada may go 
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far in explaining its smaller gross margin on sales 
and its lower operating costs -- with the latter 
resulting, according to Dhalla, in "almost 4 per 
cent net profit before taxes, comoared with slightly 
over 2 per cent in the United States." (ibid, p. 49). 
One factor in lower operating costs for 
Canadian chain stores is so intriguing that we cannot 
refrain from calling the Commission's attention to 
ify Dhalla, citing D.B.S. data, reports that 7.6 
per cent of the sales dollar of the chain super- 
market in Canada for 1957 went to "salaries of 
executives and other employees" (ibid. chart p. 
58). In the United States, the corresponding per- 
centage for 1957 was 10.04 per cent -- Operating 
Results of Food Chains, by Wilbur B. England, Harvard 
Bureau of Business, 1958 (Summarized in Food Field 
reporter, Sept. 29, 1958, p. 2). The difference 
between these two percentages --7.6 per cent for 
Canada and 10.04 per cent for the United States -- 
is large enough to suggest that it may be a major 
factor in explaining the somewhat higher profit 
margin per sales dollar in Canada than in the United 
States. In this connection one cannot refrain from 
pointing out that chain-store salaries for store 
clerks are somewhat lower in Canada than in the 
United States, whereas prices charged consumers 
seem typically higher. 
I spent two weeks in Ottawa in July and 
I circulated the crXin stores and this may be a 


little veculiar, but I do a good deal of the marketing 
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for my family in Chicago. I would say about the 
only items in the chain stores here which are lower 
prices are your very excellent Cheddar cheese and 
maple syrup, both of which I am taking back to the 
States. Perhaps bread is a little cheaper. Strangely, 
the citrus fruits currently are about the same price, 

I was in California about four days ago, and the 

citrus fruits are cheaper here. I think perhaps 

that is because California will not permit Florida 
competition. I believe the statement as recorded 

here substantially holds that food is,by and large, 

in the chain stores here higher than in the 

States. 

Substantiation that chain store profits on 
the sales dollar are much higher in Canada than they 
are in the United States is supplied by a recent 

article in Fortune. Figures are given showing that 

Safeway's profit margin, by this measure, is twice as 

high for its Canadian stores as for those in the 

United States ("Magowan"s Way with Safeway", Fortune, 

October, 1958, p. 160). 

Lest calling attention to the higher 

profit margin which generally holds for the food 
chains in Canada might be interpreted as signifying 
that the margin is too low in the United States, we 
only need to call attention to the rapid expansion 
in both sales per store and in number of stores 
per chain that is going on in the United States as 
well as in Canada. A round-up of information on 


this subject, chain by chain, was contained in a long 
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article by James J. Nagle in the New York Times, 
August 31, 1958. The heading is revealing, "Large 
Food Chains Pushing Expansion as Earnings Climb," and 
the first sentence even more so, "Super sales and 
earnings are encouraging supermarkets in their ex- 
pansion plans." 

(In Business Week, May 10, 1958, we read 
in an article, "The Food Chains Lead the Way"; "As 
usual food chains walked away with most of the 
honours in sales and profits". (p. 59). 

These "super earnings" (profits) of the 
food chains in the United States may help explain 
why the Federal Trade Commission recently adopted a 
resolution announcing its plans to study the "integration 
and concentration of economic power at the retail 
level of distribution of the food industry". This 
study doubtless will, among other things, take a 
very close look at the methods and consequences 
involved in the national chains acquisition by merger 
and otherwise of supermarkets operating on a local 
or regional basis. But we hope the Federal Trade 
Commission's study is so comprehensive that it will 
dig deep into data revealing exactly how the chains 
make their high profits, what are the losses as well 
as the gains for the consumer and whether chain store 
functioning is exercising undue control over the food 
manufacturing industry and, beyond that industry, 


over the farmer. 


Perhaps this is the place to urge that the 


Royal Commission on Price Spreads of Food Products loo 


baere on “88 Of om ese Sai ide i, ‘ath 
oa” (NeW bit baad ental! Door oat” ecehiae ae ne 
ont to 1200 Adin sus Deolisw untsid ‘boo’, Bt uo. 
AOS. 5a): “edt tone bus eetan nt satis 

ert 0 _ tas Rona), " ‘Suntoriss soque™ saan. 
rete Copce ater aay Betete Bed brit ort? at Eni pas boot 
stgohs thineoes nolaalmmod ebstT\CavebhsT “enht wrt 
| orig yb ot amaly ext ect ona/bninas noteBloiey, 
‘haber ed $8 Yowoq SimoRgbS ‘20 -natdertisands bie. 
ele oe dented, ban’! ony to notivditwalD to revel | 
p sist yegnirty; tedto Brite ».. Lilt. ses lodnoh” ound 
asons si pe Broo, Dos .2hodsem stlih te. Alool sacle yer 
yaw Oth vd mo? tte pty DPS entole Lecotternrcedtd. ot bevfoval 
(90 j BD  gaktozeag, esteatadtsaqon te sstwrenso pnd 
shee’ ‘ferebod it oqo ow tut Bhese fengkaer | F 
Ciw 32. tar ! senareiiehie ds at ybuse aol nelinnot™ 


ectato silt word ¢itosse ankiseves/atab ont qesh gree 


Eisw Bk s9enh P ged ete | Jacw . eI hier aid ried? « 


its ; Le 
iil sifaris heasldad Dog TMIURAQS ead -Yot énkes sca‘ 


et ob ove forsnon slimy gatecercoxe mt antno. $b 


ies es aka it nea) 


“Xt +8 sabrik Sets, ano! . bts ae eHbae: erihsis oth 
teri ort “¢ 

erid tei Set oF 90afg.. ott..ag Skis ragaityeT 2 

: roubort® Doc A ae Daan fier aaa) “oe nolan bmaaee BY 


cr athe 


ras 


I 


ai! 
POT th 


fis 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


os 


carefully into the desirability of making recommendations 


to the appropriate agency or agencies in Canada for 

the kind of study of chain stores that is called for. 

If the Commission itself has the authority and the 

means to make such a study, so much the better. 
Before leaving the subject of chain store 

profits, brief additional comment is called for. 

The "profit margins" cited by Dhalla of course do not 

at all tell the whole story. The profit rate 

before taxes on stod holders! equity or net worth is 


@ much more meanitnsful measure. We have not had 


the opportunity to make a thorovgh check of the financial 


reports of the Canadian food chains. But in view 

of the much higher returns on stockholders! equity 
which exist for food chains in the United States 

in comparison with most types of manufacturing in- 
cluding the food processing industry, we assume that 
food chain profit rates in Canada are also abnormally 
high. 

Profit rates, after taxes, on stoékholders' 
equity for various types of food processing and for 
food chain stores are reported in USDA's Marketing 
and Transportation Situation, July, 1958, Table 7, 
melo. We maintain that profit rates before taxes 
are much more appropriate, since they much more 
closely reveal the profit "take" on food from farmers, 
employees and consumers. However, even this USDA 
after-tax computation shows thay eight food chains 
in nearly every year from 1946 to 1957 have registered 


higher profit rates then various groups of food 
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processors -- with dairy products and grain mill 
products companies the closest ‘competitors". When 
U.S. food chains in 1957 show an average after tax 
rate on stockholders' equity of 14.2 per cent we 
are entitled to assert that the chains profiteered, 

In a previously cited paper by N.K. Ogren it 
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is made evident that a "small" profit of less than 
1 per cent on dollar sales may well yield extremely 
high profits on investment: "Even though its profit 
per dollar of sales may be less than 1 per cent, a 
firm with a large volume of business and a rapid 
turnover may yield a handsome dividend rate and 
capital gains to stockholders in addition to generous 
Salaries and bonuses to executives" -- USDA, "Trends 
in Marketing Costs and Practices -- The Long Term 
View" (November 27, 1956), p.5. Ogren's reference 
to "less than 1 per cent may be compared with the 
average of 4 per cent Dhalla roports for Canadian 
food chains. 

(In its investigation of the meat packing 
industry nearly !!O years ago, the U.S. Federal Trade 
Commission put the matter even more emphatically: 
"4. the public regards a 'cent' as a very small 
element of value. The packers seek to capitalize 
this habitual attitude of mind on the part of the 
public and insist that their profits are accordingly, 
negligible. This practice obscures the real facts 
as to profits. As a matter of fact a profit of 


a cent per unit far from being a small profit, 
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may be exhorbitant profit measured in terms of capital 
invested, The only sound method whereby the reason- 
ableness of a cent per pound may be determined is 
aggregating such a profit and comparing it with the 


tl 


capital invested in the enterprise, -- Report on 
the Meat Packing Industry, Part V. Profits of the 
Packers (1920), pp. 12-13. 

THE CHATRMAN: Perhaps this would be a good 


time to break, we will adjourn now until 2.30. 


--- Whereupon the hearing adjourned at 12.55 to 
resume at 2 p.m. 
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---On resuming at 2.30 p.m. 


THE CHAIRMAN: Mr. Cooper, we had listened 
to you as far as page 25. Would you proceed now, 
please? 

MR. COOPER: Yes. 

AS a percentage of stockholders' equity 
Canadian rates are doubtless even higher than the 
rates in the United States -- reflecting, in part, the 
much higher margins cited by Dhalla. Therefore, if 
this Commission has not already concerned itself with 
an examination of profit data for Canadian chain stores, 
we urge it to do so. The footnote here cites the 
high rating as growth stock which the Financial Post 
places on Dominion Stores and Steinberg's and I note 
that it is the usual practice, I think I am correct, 
to regard common stock in food companies as so-called 
defensive stock; whereas the classification here as 
growth stock seems to have a good deal of significance 
in terms of future expansion as well as current pro- 
fits. 

(A significant indication of the high esti- 
mation a stockmarket annalist in the Financial Post 
holds for Dominion Stores and Jteinbergs is his rating 
of the common stock of these food chains, The common 
stocks of each company was favourably described as 
attractive "growth stock’. This descriptive is 
usually limited to companies in metals, mining and oil, 
whereas ‘ good’? common stocks in the food industry are 


ines - : 12 1 i 
more often classified as ‘defensive’. In the Financial 
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Post, July 12, 1958, page 24, we read in Rodney Touche's 
“quarterly review': “Continuing a record of some years’ 
standing, Dominion Stores, with an appreciation (in its 
common stock) since 1952 of 354.4 per cent, is still the 
most spectacular stock,'’ In the Financial Post, July 
19, 1958, it is stated that "the possibility of 
Dominion Stores expanding eventually into the U. S. and 
U. K. has been hinted recently by Mr. McCormack", the 
company's president.) 

The profit records of given corporations or 
industries, we grant, are not the last word in an 
appraisal of how valuable a social service is being 
performed, However, the degree of integration and 
of bargaining advantage which is increasingly recog- 
nized as featuring chain-store policies, point strongly 
in the direction of a significant factor of administered 
prices in the chains' relations with farmers and pro- 
cessors. 

The question arises whether this same con- 
dition exists with respect to consumers. The dis- 
cussion which follows would strongly suggest an affirma- 
tive answer. However, we realize that more direct 
evidence than we are in a position to marshal would be 
helpful. Yet, we are convinced that the ‘'circumstan- 
tial evidence” is persuasive that consumers of food 
are being systematically overcharged and, paradoxi- 
cally, beset with so many choices that, too often, 
they have no choice. 

The fact that, if anything, consumers are 


even less well organized than farmers strengthens the 
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case for government agencies making intensive far- 
reaching investigations on their behalf. In the pre- 
viously quoted paper by Professor George L. Mehren in 


the section headed "The Food Retailers," he advances a 
formulation clearly indicating his convictions that a 
high degree of administered prices exists at the retail 
food store level: 
“No major changes in production, procurement 

; + -or merchandising occur in a single food commodity 

line alone, Within a single commodity system, 

no major change occurs in any one segment 

alone. There have been sharp changes in the dis- 

tribution system of the American economy as a 

whole, In a .rapidly expanding economy, there 

has been a steady increase in relative volume sold 

through retailers, a correlative long-run decline 

in sales through wholesalers, a stable relative 

markup by wholesalers, an increasing retail mark- 

up as volume and services performed at retail 

have increased, and a long-run increase in the 

combined wholesale-plus-retail markup. The 

apparent relative decline in wholesaling volume 

to a large measure merely reflects the absorption 

of wholesaling functions by retailers (op. cit. 

p. 284. See also Professor Mehren's pioneering 

paper, ‘The Changing Structure of the Food Mar- 

ket," Journal of Farm Economics, May, 1957, 

pages 339-356.) 

For present purposes, the key statement in 

the above is: “an increasing retail markup as volume an 


services performed at retail have increased." The 
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greatly increased volume in the rapidly growing net- 
work of chain stores, and not merely in each super- 
market, would provide the basis for decreased markup. 
Instead, Mehren finds, this retail markup has increased 
with larger volume, This, we submit, is an indication 
of a strengthening tendency toward administered prices. 
More bluntly, it is an expression of monopoly control 
over prices -- or, in more recent parlance, of oligopoly 
control, 

Mehren also states that the retail markup . 
has increased as ’‘'services’’ have increased. This 
raises a more complicated issue, involving opposing 
tendencies, For one thing, since chain stores and 
supermarkets operate on a self-service basis, one 
exceedingly important type of service which was formerly 
provided, has almost disappeared. Anyone who has 
spent time trying to locate an illusive item among the 
7,000 in a chain store or has stood in line ten or 
fifteen minutes before his cart of groceries reaches 
the checker, will fully appreciate what lack of certain 
services means in the chain supermarket, Again, to 
the extent that credit and delivery were formerly pro- 
vided, valuable services have been almost eliminated 
from the chain store. 

The "increased services" that are provided are 
clearly of a different order. Whether they compensate 
for the lost services, in the sense that they justify 
higher prices, may be difficult to answer with exact- 
ness. But why does a service” -- say, in the form 


of more processing involved in making a meat pie or a 
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cake mix -- justify a higher markup at the retail level? 
After all, the “service was created at the processing 
level -- not at the retail. 

Cuestions of this nature raise the more in- 
clusive question relating to "built-in maid service’. 
The widely publicized interpretation takes for granted 
that no real question exists. These new-type "maid 
services’ obviously involve marked cost increases, 
admirers of the chain store, such as N. K. Dhalla, 
hold, Net only are they worth more in terms of cost. 
Besides, they are worth more to the housewife; she 
is represented as eager to pay for them because of 
the convenience and saving of time they afford. 

Here and there, however, critical voices are 
raised which sharply disagree with this chorus of self- 
praise which emanates from the chain stores and their 
admirers and apologists. On the cost side, the 
writings of Ogren carefully differentiate between pro- 
ducts. He poincs out that greatly improved tech- 
nology in bulk processing make many of the new "ser- 
vices" actually less costly per unit than their older 
predecessors. Therefore, by no means all types of 
“built-in maid service entail higher costs of pro- 
duction and therefore justify higher retail prices. 

A penetrating evaluation of the conventional 
claims about “built-in maid service,” ‘together with 
related matters, is contained in "where Does Your 
Food Dollar Go? ‘Built-in Maid Service’ Fails to 
Explain the Growing Cost of Distribution,’’ Consumer +t 


Reports, March, 1956, pages 139-142. The article is 
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so ‘meaty’ that it's difficult to provide an adequate 
summary; therefore excerpts have been selected which 

are reproduced in Appendix B, The main thesis ad- 

vanced in the article is well stated as follows: 

“Since the end of World War II, the sub- 

stitution of promotional competition for price 
competition has characterized the sales strategy 
in many lines of goods, In the food industry 
this shift from price competition has resulted 
in a veritable explosion of wasteful distri- 
bution expenditures’ (page 140). 

In developing this thesis, cogent observa- 
tions are made on the “battle for shelf space,” 
"impulse buying,’ the pyramiding of advertising costs 
-- including "the come-on in the form of an advertis- 
ing allowances," and the excessively costly and gaudy 
packaging that represents a ‘’service which most con- 
sumers have never asked for. 

Even spokesmen for the food industry on 
occasion express misgivings about some of the ‘ built- 
in” features of the present marketing system, Con- 
cerning advertising: 

“at the last annual meeting of the Grocery 
Manufacturers of America, one of the chief 
speakers said: 'Sales increases are not being 
registered in proportion with the great in- 
creases in promotions. A manufacturer, once 
started down the primrose path of promotions, is 
forced to devote larger and larger percentages 


of his production to successive consumer 
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promotions just to keep even with last year's 
sales'" -- "The Gray Flannel Couch", Consumer 
Reports, March, 1958, page 160. 

This doubt over the beneficient results 
flowing from the billions expended on advertising to 
promote the sale of food, commonly regarded as a 
necessity, is not new. Economists, particularly 
specialists in consumer economics, for a long time 
have sharply challenged the easy assumption that 
astronomical “competitive” advertising expenditures 
which attempt to induce consumers to buy one brand 
of soup or of ham, etc., rather than another, can 
possibly expand physical sales volume, On the 
contrary, the conclusion to be drawn from the self- 
criticism of the above-quoted speaker at the 
Grocery Manufacturers' meeting is that advertising 
for food had gone beyond the point of diminishing 
utility -- that it had become negative, and therefore 
might well be causing curtailed food consumption. 

(Compare this statement by D. B. DeLoach 
of USDA's Marketing Service: ‘‘Expenditures of 
this type must be recognized as an important cost 
item in the food trade. The high cost of sales pro- 
motion efforts likewise have been a factor in en- 
couraging business concentration, thereby making it 
possible for such expenditures to be allocated to 
high volume rather than low volume operation’ -- 
"Marketing Costs Going Up,” in section headed "Adver- 
tising", (page 7), Annual National Agricultural Con- 


ference, November 19, 1957, Washington, D.Cs> 
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Heavy advertising costs are a burden on far- 


mers as well as consumers: ". . . the heaviest sales 


pressure tends to be for those highly processed products 


where the farmers' share of the retail price is lowest’, 


(fee Appendix B). 


In a searching appraisal by Professor V. 


Lewis Bassie, "Easy Come, Easy Go,” we read: 


“A New York Newspaper recently purchased by 
the author carried a full-page advertisement of 
strawberries, The picture of the fruit was 
printed in red, under the caption, 'You can 
actually smell the strawberries on this page. 

Trey ot, ' Sure enough, the fragrance was strong, 
even without bringing the paper close to the 
nose, 

"This is mentioned merely as an illustration 
of a growing complex of devices intended to entice 
the consumer to spend. They result from the con- 
certed effort of rapidly expanding staffs of sales- 
men, advertisers, market researchers, innovators, 
designers, psychologists, and consumer motivators. 
If a product is not desired for itself (at its 
price, of course), it is put into a package that 
will sell it anyway. Industry is sparing no 
expense in trying for a ‘revolution in selling’, 
Some insist that the future depends on it.” 
Illinois Business Review, September, 1957, 
issued by the Bureau of Economic and Business 


Research, University of Illinois. 


After enlarging on this statement and pointing 
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out that the number of production workers emp loyed 
in manufacturing declined in the United States from 
1953 to 1957 by one million while total service 
employment increased by three millions, Bassie 
continues: 

“One may wonder why able, sober business- 
men tolerate the expansion of dubious distribu- 
tion and service costs, The hard-hitting 
executive who pounds the desk to force the 
engineers to whack another nickel off of unit 
production costs may authorize without blinking 
the expenditure of a dollar per unit for a 
single advertisement; and he may budget millions 
in development expense, without prospect of 
direct return in the hope of hitting on some- 
thing new or getting a toe-hold in the other 
fellows' business." 

Another article, "The ‘Hard Sa@ll'," by Pro- 
fessor Bassie is worth quoting. After paying his 
respects to a wide range of selling and advertising 
"gimmicks'" and declaring that "the razzle-dazzle of 
this selling effort is directed mainly toward the 
fullest possible exploitation of human weaknesses," 
he makes telling observations on the ‘package makers 
paradise”, Since food retailing, chain-store 
style, is featured by a multiplicity of packages 
so artfully designed and displayed that the housewife 
is constantly confronted with lures or traps designed 
to make her buy on impulse -- that is, against her 


better judgment -- Professor Bassie's remarks on 


~ “iy 
—————— a eee 
7 


beyolqa: «. 

LES  ADATOR TIO... sae - eset ee 
SS ee aa 

MIT paxwts 


bovolqme etsziow sotzoubdig So soda otto 3 
fee's eaves hesiaat dda al ‘sink toed and a 


ba Ba a 


soivrus sea 9blib pokidtm eno yd2Reel os ERGh) 

othaes .cabdilio oerdd yd hensemanb Jnomplqns;, 

“RR ER SEE SMe, sok ant 3 Suro. - | 3 ; 
-seanteus vusidon 2 Side Yhw xaBriow emt BiO" =") oy 
-id ited "ua Qe bghiaiaes gry stevetos. gem. 


ast 
qarase bee sett ,@ig00 sotvisa bas noha... 
0 TT3 
odd, o9to' a9 wash ‘eds efnvog “ore ovtdusess .. § 
* i Fin Abt « reir 
iti JO Tio todate yerdsdhy? sostiv od etesntang.,.. 


anluniid auctitw ssbzedive bln eteoo eoigqubexg . 


Cane CO Rae at) 


107 | ia taliob € 39° says itboones 94)... 


ad Rees «be ‘win 
anos [)bm se bua vam oft Ene ,adaheabtzovbe sigaty . | 
aoe 
lo JHeqgaotg “soe dw SdH gS sneayoleveb, al .; 7 
“GE. ohn 


“sou no godaaiit I Sgoet onsen’ mewse5 sili. ie 


Maro oehe a hio9od # galijeg to warm gah: . 
ek: Bae 


ae os ~~ eet } 
- 
bia Ler 


ie 7 907" O° ge9nteud. lawetfe2 
~ont vd ~~ 'ifed Back’ adr? stuiyas wedteaA ~.. 


Fieh z aaa ; 
ies ue ae ae : 
bid sf Nag Be 130 Ton} 98u0° dayow. edived eas 10Rgo ee q 
tt SS . CARE aM 
griiat: vbe ben gatilaa Sh sans+ vanes 03 *22eae 
oars a “its 
io slaxnins Tsssx add Saeee Gilue foob: bm. ato) a ee 


Ee, Wig nerd ba 
PRES NER Ys a 


eit Preguntas! vintea boi SO¥ Pb ‘eh settee gritt ied one 
Ay one sie “5 “ ; 7 
Se tn mA IRE Le SG 


sha0mieew fomud ho’ nodPadhol qua, oidiesog 199), $5384 


at Ae ne 


ezetem ages a arty ne 5 anotd AYveados net ios. noth. thm © 
Roar 


want i natant snkt: SS 5u .celesata . oui ‘pakbeapigy a 


wee Wee 2, 


sxeuk 2G 3O vd ps KES IY Oe aan, 28, a EE , 


Dey Pads, 


si lwoavor ont Bru baer ae #8 Dir aagbaele Mbhiys i 3 i 
ht ae 
bong l8ed eases to. adi9iii dale hedna sFa0p a ly Ha 9ggne. aif 


OD. Siecme 3 vat Ga 


if gankege. ,S1*S888* 0 8B reattach aie, Sal 


rm @#20m2 a'afeentt s9aaelort -- Jnsmgbut yoo I9@ 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 


4266 


packaging deserve close attention: 


“Package Maker's Paradise” 

“Closely related to other practices com- 
prising the 'hard sell' is the notion that 
everything has to be dressed up in a fancy 
package. The designers are engaged in an all- 
out battle to create an illusion of value where 
none may exist. This battle exploits new 
materials -- metals, plastics, paper, and glass, 
alone and in combination. 

"Excessive packaging is inherently waste- 
cul The primary justification for it is 
supposed to lie in the fact that the new packages 
reduce spoilage or deterioration, No doubt 
there are some other advantages as well. But 
against any saving of product that it may achieve 
must be counted the cost of the materials and the 
labour of enclosing the goods. In food retailin 
the real need for some of the new packages is 
actually less than ever before, since refrigera- 
tion is now so generally available. The effort 
is carried to the point of absurdity in packaging 
individual pears in separate transparent bags, 
with individual handles that also serve as price 
tags. It is made ridiculous by enclosing bars 
of soap in gold foil. This kind of thing may 
create a paradise for the package maker but 
hardly anyone else can gain. 

"A point not usually mentioned in connectio 


with these packages is that they not only protect 
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but conceal. A product in a 'transparent 
container' may be concealed on all but one side, 
Little windows are hardly adequate for judging 
quality. So far as this concealment is a 
means, not of preventing spoilage, but of trans- 
ferring it to the buyer, it is wholly without 
justification. 

“Furthermore, the package tends to restrict 
the consumer's choice, The housewife cannot 
get three good tomatoes without buying six 
because it is likely that at least one is not 
presentable in each box, She cannot get a 
handful of medium-sized onions, because the 
packages are made up with many more, including 
all sizes. She finds herself back in the 
days when the individual grocer was impartial 
-- that is, more or less so -- in distributing 
some of the inferior quality with some of the 
better in each bag. It is a long step back- 
ward from the self-service principles on which 
the modern supermarket was founded. In meat 
departments, where wrapping is necessary in any 
case, the buyer may find packages to his liking. 
But the stores are no longer equipped to serve 
efficiently those who want something a little 
different. The result is, in effect, an 
attempt to make all consumers conform to the 


average."'---Illinois Business Review, May, 


1956, pages 2, 6. 
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If I may pause here to elaborate on ome or 
two points which are not mentioned here. My good 
wife when she read that over reminded me that one of 
the developments in packaging is to make smaller 
containers, smaller amounts, with fewer ounces in 
them, and then almost immediately, or shortly, the 
price is adjusted to the old price that was charged. 

I can remember away back a pound can of 
evaporated milk was reduced to 14% ounces and the 
price remained the same. Well, this is developed 
again and again, 

I have had some bad experiences in this 
matter of spoilage that Bassie mentioned. With a 
sack of oranges, for example, trying to inspect Lt 
on the outside and getting home and finding one is 
bad, or with a tray of grapes and finding at the 
bottom of the tray some are spoiled. 

One other little point. I am informed 
by somebody tho should know in the baby food industry 
that the package or container typically costs more 
than the contents -- that is to the manufacturer 
typically costs more than the contents of the con- 
tainer. 

The views expressed by Bassie require 
little comment. His critique runs counter to the 
preponderance of opinion which is expressed by most 
spokesmen for the various segments of the food 
industry -- although we have seen that strong mis- 


givings are occasionally voiced by food industry 


. . 1 £ ° 
spokesmen. Since Bassie's specific references to 
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consumer packaging of fresh fruit and vegetables 
may perhaps seem questionable, the following state- 
ment on packaging waste by Dr. L. G. Gilbert, Agri- 
cultural Economics Department, Reading University 
in England is worth noting: 
"The only evidence on wastage comes 
from the United States. It has been shown 
that the average loss for all vegetables was 
8.2 per cent from bulk and 18.5 per cent 
from prepackaging; for fruit, the corresponding 
figures were 10.1 per cent and 13.9 per cent 
respectively. The prepackaging in this case 
was carried out at the retail end, so that 
wastage was reduced to a minimu, It is 
thus clear that prepackaging may not be a 
means of reducing wastage but rather a cause 
of increasing it."’ -- "Problems of Prepacka- 
ging Horticultural Products," Agricultural 
Review, May, 1957, page 3. (See also the 
section headed "Economic Considerations". 
Note: Dr. Gilbert cites as his source a 
Cornell University Experiment Station bulletin 
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In contrast to the dominant trend toward 
"fancier" packages and ever higher outlays on 
packaging there appear to be important exceptions. 
Possibly the situation in Canada with respect to 
marketing fluid milk at retail is different from 
that prevailing in the United States. However, the 


following statement seems worth considering: 


"Perhaps the least expected but quite 
legical result of milk price-fixing under 
State law has been that fluid milk has become 
the Orphan Annie of the grocery store. No 
Special sales. No new and exciting packages. 
While other super-market products are decked 
out in new packages, with premiums galore 
to attract the impulse buyer, with two-fer- 
the-price-of-one offers blazoned on big 
streamers in the window, with glass dishes 
for cottage cheese, special deals for 
evaporated milk, store demonstrations for 
dried skim milk products, fluid milk pack- 
aged in leaky ugly cartons has been deprived 
of a part of the big ring." -- "Milk 
Marketing", Consumer Reports, Aug., 1955, 

D, 505. 

(In this unsigned article, before stating 
the above, the writer endorses legislation which 
supports dairy farmers' prices. He maintains that 
the two-price system for milk at the farm level 


creates profit inducements for big dairies to 
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push manufactured products but not fluid milk.) 

Much of the quoted comment above on dis- 
tributive wastes is couched in critical terms. 
However, even the more familiar laudatory accounts 
of the newer developments in food retailing sometimes 
contain phrases and formulations that, as the saying 
is, "let the cat out of the bag.” In an article 
"Changing Patterns in Food Retailing," which appears i 
the National Industrial Conference Board's Business 
Record, March, 1958, in a section headed "Innovation 
and Invention", we read: 

"Innovation and invention have ranged 

from minor details making for greater shopping 
comfort to new products that have received 
almost instantaneous acceptance ... Food 
shopping which in years gone by was accepted 
by the housewife as at best a routine chore, 
has assumed a creative quality in the super- 
market, new product age. And self-service, 
selection of products from the shelves, has 
given release to the desire for experiment 
and ‘impulse buying'." (p. 120, underlining 
added: the authors are Fabian Linden and 
Seymour Schwimmer). 

Since when, as seems to be implied in this 
statement, is buying food "on impulse" to the 
advantage of most housewives and their families? 
This assumption that "impulse buying" is for the 
benefit of the housewife is not quite expressed by 


N.K. Dhalla. But he does make clear that such buying 
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is to the great benefit of the chain store. Under 


the heading of "impulse Buying" Dhalla writes: 


"Powerful advertising and promotions 
are employed to induce customers to come to 
the store. Once they have. entered, every 
stratagem is used to encourage impulse buying 
in order to boost the shopper's average 
purchase. 

The store is arranged in such a way 
as to get customers to pass all displays. 
Operators try to place demand items stra- 
tegically so as to ‘force! shoppers to take 
certain aisles. For example, recognition 
of meat as an important over-all sales builder 
has influenced most of the operators to place 
the meat department at the rear of the store 
in order to 'pull' the traffic past all 
the merchandise displays before reaching 
the meat section. 

Layouts are designed to take drudgery 
out of food shopping. Colour plays an 
important role in creating an individual 
and distinctive shopping atmosphere. Different 
colours are used to identify the different 
departments and to break up the monotony of 
the long walls. The flgor too, on many 
an aisle, is broken up by patterns which 


create an illusion of compactness rather than 


of interminable length. 
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"Shelf position is selected with care. The 
operators see to it that their 'splurge' items 
on which their profit margin is highest, tend 
to be at the eye-level. Another stratagem is 
to pile up big mark-up articles in a huge 
pyramid at the end of the aisles. Experience 
has shown that any item erected into a solid 
display will sell perhaps three to four times 
faster than the same item placed on regular 
shelves. Related-item selling is another 
device frequently adopted to increase sales 
of certain products. Under this method, products 
which are used together are grouped together 
(e.g. cookies with ice cream). In this way 
the displays do their own suggestive selling. 

Other inducements are also employed to 
encourage the shoppers to stay longer and 
purchase more. They are air-conditioning, 
fluorescent lighting, refreshment booths, and 
even miniature 'midways' for children. In 
short, nothing is spared to turn an ordinary 
visit of a customer into a buying spree. 

Experience, however, shows that in many 
eases the housewife's budget is usually 
flexible. The long-term effect is, not to 
reduce subsequent food-store purchases, 
but rather to eliminate the purchases of many 
non-food items to whose temptations she is 
less frequently exposed." (Canadian Business, 


October, 1958, pp. 56,583 underlining added). 
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I am tempted at this point to refer to “Hidden” 
Persuaders', a book which some of you may have already 
read. There was an interesting two or three pages 
in it relating this happening: There was, of course, 
knowledge that the housewife was very much subject 
to impulse buying, but it was desired to find out 
how this happened -- what set her off on this buying 
splurge. The device which was used was to set up 
hidden cameras around the store, and the index -- 
if you may call it that -- which they had assumed 
would apply, was the eye-blink rate of the consumer; 
that is, nervous tension is supposed to be measured 
by the rate of eye-blinking: 32 being normal, 
and much above that indicating increasing tension, 
and below that something else. The assumption was 
that the housewife's tension would grow greatly as 
she circulated in this supermarket because of all 
this variety of attractive things, and probably the 
tension of trying to choose. On the contrary, it 
was found that her eye-blink rate became much less, 
and then the conclusion was that she was in a milk 
state of hypnosis as she circulated through the 
food store; actually, so much so, that in some 
cases she looked directly at the camera and didn't 
see it, and in other cases she would bump into 
friends and wasn't aware who they were, until she 
began to approach the cash register, and then 
her eye-blink rate began to increase greatly. 

Again referring to my wife, she said, 


when I related this, "You make it appear es if 
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this was entirely a woman's problem." In all fairness, 
I should say that in "hidden persuaders" it is in- 
dicated that men are greater sufferers than the 

women when it comes to negotiating the chain store. 

One cannot read this statement by Dhalla 
without realizing more clearly that for a large 
proportion of the chain-store customers, the 
cards are stacked against them. The consumer's 
better judgment which often leads to "sales 
resistance" is increasingly overcome by strategems 
designed to evoke "impulse buying." And to make 
these strategems succeed, lavish expenditures are 
made by both food processers and chain stores. Such 
costs, together with those for inflated advertising 
outlays and pyramided pre-packaging costs, must 
be borne by the ultimate consumer in inflated 
living costs. Previously discussed chain store 
rates of profits inevitably point to that conclusion. 
There is an accretion of a wide range of wasteful 
"costs", and superimposed on these are super 
profits. 

The rationalization appears to be harboured 
by food industry spokesmen that the somewhat over- 
worked abstraction, "the housewife", receives a 
great psychic lift from her "impulse buying". But 
the circumstance that some housewives -- and, 
even more, their husbands -- may "desire" or even 
"enjoy" the experience of being fleeced when they 
lay out their food dollars is beside the point. 


In practical terms, the housewife frequently has 
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no place else to go. For few small "corner groceries" 
remain, for the very good reason -- as we have 
already noted -- that their owners cannot obtain 

the capital to permit them to become big. They 
therefore cannot sell on a volume basis and, at 

the same time, seldom can they obtain the advantages 
of mass buying. Moreover, on a unit basis, the small 
store's food items are also typically overloaded 

with the same accumulation of wasteful costs 

arising from advertising and prepackaging. 

The Journal of Retailing, Summer, 1958, 
carries an instructive article: "What Influences 
Customer Choice of a Food Store". The article 
by Professor Newell W. Comish, is based on a 
survey in Seattle, Washington, where food chains 
account for 55 per cent of grocery sales. He reports 
that consumers mentioned these factors as deter- 
mining choice: "Store is close to home", 43.7 
per cent; "low or competitive prices", 40.9 per 
cent; "quality of fresh meat", 28.7 per cent; "wide 
assortment", 25.7 per cent; "convenient varking", 
25.5 per cent; "can get everything in one store," 
25.5 per cent; "honesty", 11 per cent. Note 
that most of these qualifications are limited to 
chain stores, and that a combination of such 
qualifications may easily outweigh that of a location 
"close to home", frequently applying to the small 
corner grocery. The high importance attached to 
"Jow or competitive prices" must be viewed in 


the light of these observations by Comish: 
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"The typical family does not compare 
prices methodically and would be hard 
pressed to prove that one Store has lower 
prices than another, What, then, provides 
the consumer with the impression that one 
store has lower prices than another. Well- 
advertised leaders each week serve to develop 
this impression. A second method involves 
care in maintaining competitive prices on 
Staple items (such as butter, milk, eggs 
and soup) which are often used as the basis 
for price comparisons by the typical con- 
sumer", (p. 91). 

(Professor Comish expresses surprise that 
SO many consumers (11 per cent) mentioned "honesty": 
"This seems surprising today when ethical operations 
are assumed by many in the trade to be almost 
standard. Perhaps there are more merchants than 
one might suspect who indulge in sly tricks to catch 
the unsuspecting customer. The figures show that 
more than one in ten customers either have been 
cheated or know of others who have been deceived 
by such acts. This is not a good recommendation 
for the retail food industry". (p. 93)). 

When viewed in correct perspective, the 
fact that consumers increasingly turn to the chain 
Stores, thus is not an indication at all that 
"bargain" -- not to speak of tlow" -- prices 
are the magnet which draws them, Instead, the 


consumer is increasingly caught in a web of marketing 
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practices, including the last word in "depth psychology" 
and all other attributes of scientific selling, 

which leave few, if any, alternatives. The 
seriousness of this is enhanced when one keeps in 

mind that the great bulk of consumers have small 
incomes. 

In this connection, recall the statement in 
the final paragraph above from Dhalla: That under 
skillfully created "impulse buying" the housewife's 
food budget has become "flexible" and we are told, 
in effect, that she is induced to curtail spending 
on other necessities in order to buy types and 
forms of food which, presumably, the family often 
would be better off without. 

In substance, this break-through on the 
consumer resistence front evidently involves 
a major modification in the familiar assumption 
that the demand for food is highly inelastic. 
However, unfortunately for any gains for farmers 
this might seem to have because of greatly increased 
demand for agricultural products, the increase 
largely takes the form of "qualititative" 
changes. However, these changes in large measure 
take the form of fancier packaging and other 
questionable "services" -- not to speak of mounting 
promotional costs. More dollars are spent but 
corresponding consumption gains in either quantity 
or quality (for example, for more livestock products 
and fresh fruits and vegetables) are not attained. 


Support for this view is contained in the previously 
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quoted National Industrial Conference Board article 


by Linden and Schwimmer: 


"According to orthodox conceptions, 
relatively less food is purchased as income 
goes up. But that principle was dramatically 
inoperative in the post-war market. Whatever 
may have been the relative lag in the physical 
volume of consumption was more than made 
up by the drift to better quality, to new 
products, to the more expensive and prepared 
commodity. The industry is now firmly in 
the business of selling luxury and service. 
And the large year-to-year increases that 
cantinue to be rung up in sales of luxury 
and processed foods indicates that that facet 
of the food business is still in its early 
growth phase. The dynamic growth of the 
food industry generally seems likély to 
continue, even though its growth pattern 
may te somewhat more erratic. With an 
ever larger share of the food dollar going 
for frills and convenience, the industry is 
likely to become incre singly sensitive 
to the moods of the business cycle" -- changing 


" Business Record, 


patterns in food retailing, 
March, 1958, (p. 1213; underlining added). 
(Compare N.K. Dhalla:" ... the per capita 
food expenditures, even in constant 1957 dollars, 


have shown a steady increase. They averaged $262 
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in 1947-51 period, $270 in 1952-56 period and $290 
a7 Since the intake of food by an in- 
dividual has not varied much during the last decade, 
it is obvious that the higher expenditure is due in 
large measure to the special facilities and 
services provided by the processors and packers to 
consumers. Like the auto manufacturers, the food 
industry is expanding its gross business by 

selling more and more 'extras'. "--Canadian Business, 
September, 1958, p. 45. Some readers may feel that 
Mr. Dhalla's auto industry analogy is not an al- 
together happy one -- in view of the increasing 
volume of criticism directed against "extras" and 
related forms of price-padding that most car 
manufacturers are encountering.) 

On this matter of inelastic demand for 
food, I would like to note that shortly before 
coming here I became aware that a doctor's thesis 
is in the course of preparation at the University 
of Chicago which, in effect, is a ¢ritique of the 
market basket -- the conclusions that may be drawn 
from the market basket data which the United States 
Department of Agriculture puts out. In brief, 
the writer is attempting to gather data to take 
a count of the increase in service element in a 
great variety of foods that are provided, and his 
conclusion is now -- I don't think it is tentative; 
it is quite definite -- that the modern merchandising 
methods have found ways to break through the familiar 


fact and perhaps the familiar interpretation that 
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the demand for food is inelastic. 

Incidentally, the Department of Agriculture 
itself has made a study on meat as far back as 1952 
which showed -- I beg your pardon: This is a 
Canadian study, which shows that at the retail level 
the demand for meat is relatively inelastic, and at 
the consumer level the elasticity is a little more 
than unity. Since meat is such an important item 
in the home food budget, I think that fact has great 
Significance. I would like to elaborate on this 
whole matter of meat, but I am also aware that I 
will be using time. 

With regard to the prediction in the last 
sentence, relating to increasing sensitiveness "£0 
the moods of the business cycle", this may ultimately 
turn out to be correct. But, to date, the record 
shows that the food chains are "recession-proof". 

We believe we are correct in saying that every 
interim report for each of the leading food chains 
in Canada reveals higher profits in 1958 than the 
year-earlier profits for the corresponding period. 
N.K. Dhalla indicates how stock exchange quotations 
reflect this highly profitable condition: "Every 
one of us is a captive customer, rain or shine, 
boom or bust ... during the recent recession, the 
food and allied group of stocks was the only one on 
the stock exchange whose value was higher than it 
had ever been before" -- Canadian Business, 


September, 1958, p. 54. 


Perhaps this analysis may seem to have 
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stressed unduly the profit factor. However, what 
D.B. DeLoach writes about the food industry in the 
United States surely applies with equal if not 
greater force to the industry in Canada. After 
reviewing the data, he states: "..,. profits cannot 
be considered an inconsequential item in the food 
marketing bill." -- "Costs of Marketing Major Farm 
Crops", Policy for Commerical Agriculture, 
(November 27, 1957), p. 268. 

Mr. DeLoach, we think, evinces restraint 
to the point of understatement -- perhaps to be 
explained in part by the fact that he was speaking 
for USDA's Agricultural Marketing Service and in 
part because the context shows he was discussing all 
segments of food manufacturing and distribution -- 
and not just food chain corporations. But, for 
present purposes, the significant feature is that 
DeLoach clearly regards food industry profits as a 
consequential item in costs to the consumer -- and not 
a residual that has no important effect on retail 
prices. 

How sizable food industry profits are is 
made evident by DeLoach in another way: "The 
fact that the food industry generally is able to 
finance its expansion program without going into 
the open market for money is highly significant 
in terms of the ability of management groups to 
control the use of earnings and operating policies 


of their respective organizations." -- "Marketing 


Costs Going Up", Op. Cit., p. 4. 
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In the literature on the food chains this 
statement by DeLoach is repeated many times. To 
the extent that the super profits of the chains result 
from unnecessarily high food prices charged consumers, 
the practice of financing rapid expansion through 
"plowing back" profits is to be condemned. For it 
means that consumers, preponderantly of low and 
middle incomes, in the final analysis are providing 
the funds for chain store expansion. 

We have previously stated that the 
circumstantial evidence is that the food chains 
in Canada administer prices and constitute an 
Oligopoly -- citing the excessive profit on 
stockholders! equity as the most persuasive 
evidence for this view. On this issue, an article 
entitled "Giant Grocery Retailing and the Anti-Trust 
Laws", by Werner Z. Hirsch and Daw Votaw, throws 
much light. The article appeared in the January, 
1952 issue of Journal of Business which is published 
by the University of Chicago. The discussion deals 
extensively with the anti-trust suit against A & P 
which was instituted by the United States Department 
of Justice, but the discussion is by no means 
limited to the A & P record and experience. Since 
the case arose under U.S. law, space will not be 
taken here to detail the evidence that is cited 
by Hirsch and Votaw. However, the evidence for 
the conclusion that the exercise of economic power 
by the giant chains rather than their economic 


efficiency is the chief explanation of their 
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growing dominance, would appear to have relevance 
in any appraisal of the food industry situation in 
Canada. Significant also are their findings that 
one chain frequently ‘ends to be dominant in a given 
geographical area and that, not infrequently, an 
independent super market operates so effectively 
that the giant chain carefully refrains from establishin 
a store near the independent. 
(On the use of the word "giant", the 
authors state: "It is our feling that the 
word 'large' has lost much of its precise meaning. 
Many grocery firms can be classified as tilarge' 
without being of sufficient size to justify an 
analogy to or comparison with A & P or the larger 
grocery chains". (p.1)). 
In this footnote they use the word "giant" 
and it is explained here, and it may be of some interes 
This of course does not prevent the g ant 
chain from frequently buying up the stores of a 
local or regional firm -- a form of expansion in 
the United States which appears to rival or possibly 
surpass that of constructing new stores. 
The integration in the food industry which, 
we have seen, is increasingly spearheaded by the 
food chain stores, was noted and viewed with concern 
by Hirsch and Votaw in 195e -- although their attention 
centered primarily on the integrating activity of 
individual chains. 
(As we have seen from the articles by N.K. 


Dhalla in Canadian Business, the proliferation of 
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integration, under chain store guidance throughout 

the food industry, is looked upon with approval 

by food industry spokesmen. Another strong endorseme 
is found in the lead editorial of Canadian Grocer 

for May 24, 1958. It is entitled "Closer Integration 
of Trade is Bound to Come." Besides anticipating 

a more dominant role than ever for the large store, 
most of the tendencies in retailing which add to 

unit costs are approved. This warning, if accepted, 
would operate in the same direction: "retailers who 
reduce very much the variety of brands will be 

likely to lose sales". (p. 17).) 

The conclusions we draw from our survey of 
the growing dominance of the chain stores in the 
food marketing structure is that the rank and file of 
consumers are increasingly disadvantaged as pur- 
chasers of food. Not only do they not possess 
any bargaining power with respect to retail food 
prices. They are more and more misled or wrongly 
"educated" into buying "fancies" food "ivi lia. ee 
inflated prices. 

Since good nutrition is so vital and 
because food outlays for nearly all families represent 
a large proportion of limited family budgets, and 
also recognizing that consumers have even less pro- 
tection through self-organization than farmers, much 
more extensive safeguards, through government action, 
are required on their behalf. To be sure, more 
and more consumers are organized as producers -~- 


for example, in labour organizations. But beneficial 
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as such producer-oriented organizations are in 
increasing family income and in providing security, 
by their very nature they do not have means or the 
"know-how" to overcome the complex array of 
scientifically created and lavishly financed snares 
and lures for parting the consumer from her dollars 
when she is exposed to the wonders of the super- 
market. 

As for the position of the farmer in the 
food marketing structure, Collins and Jamison in 
their analysis of the ever-growing dominance of 
the food chains, appear to have well described 
the existing situation: "Organization and operation 
of the marketing system are major determinants of 
farm demand. Farm level demand may be considered a 
'derived demand' but not in the usual, strict 
sense of a net price-quantity relationship. Marketing 
distribtuion costs are not determined in a perfectly 
competitive market and then subtracted from the 
consumer-demand schedule to obtain the producer- 
demand schedule". -- 

On the basis of the above analysis, we 
respectfully submit a number of questions for the 
Commission's consideration: 

1. Do existing chain-store direct 

buying policies, through contract with in- 
dividual farmers and otherwise, provide 


equitable arrangements for Canadian agricu- 


ltural producers? 


2, Are there indications that chain-store 


, s 


wove nna Ae ong ages 
of9. “ER Bpieeti ave. det oe 

to vareg xatgnog afd agree. OF wor=wetpl" | 

SOTA peoctatie’ Yitiatvet Sie, Ratperes, (Chtagtittasted | 
ase itab aet mort rengrencg, ‘ati yderaqenoy ‘eset bea 
“Tag 238, 20, ergtnoy a8 oF: Dakogee ai ene ade 

| 8 Seclgue 

end. At. taqras, orig. Te not teehno oa: tot BA. — 
at, Honiagh bag ontllod. , (eiptourta: antveolign, 4007, 

ip p arwhaeca BelworA-TAys OFT, $0 etayfana. alan? 
bettvoeak Llew sve og, spagde .arkerio bogie axe” 


ottetiayo bits aotias tney 0" tnotisutia gattatice. arty 


te néanadh 19d 9D “tplam: era inateve snivenran sgt lo 


s boisbiseoo ed. vam bnsesh Level ured .-)Bieaeh mast 


jotise Taser edd tt Jon ded, ‘bonged, bay trap? 


adicegiah,’ .qitegoltelsts ““sidnsip- setae. Jan © to. opnge 


tisvepMeg 2 mh Degianes aD JOR. wie ehaoo aolstinse tp 


apy moy2, bevosagsve cedt bine. tephiem sya tiomyoe 
roouborg aad. 7i at fo ‘of olubetlon.. bprsinahe; TOMUBROS | 
pee? o+.» "elpbagon  Braagh 
ow. (ef SLL BAS. evodgs, of? “to sland sis iO,;, 
oid. tA) anor? sup 19 Soden Bo tejie VELeid Sages. 
i ootvereDkeabo, e'xoheg tama. 
tRereD | STG & ~rikgsio Bitvadxe, Or of, 
“tit aie BORIS OOD tguouts. ,solotiog palhyrd, 
ebhivedy .eetwie go bas usenme> - feubtvre,, 
~BOLTEB Nel hale) );3 01) ao nemgRie TEs! CLARA EVES 
bh Fk vale Me nde 


aS Sad Radel a ca cok on age oll: Nn 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4e87 


price pressure on produce merchants, canners, 
meat packers and other food processors 
results in lower prices to farmers than would 
otherwise exist? 

3. To the extent that chain-store 
pressure of the kind indicated in Question 
No. 2 succeeds, thereby resulting in lower 
costs to the chains, are there corresponding 
benefits which are passed on to consumers 
in lower prices? 

h. What are the specific ways, if any, 
that chain stores -- individually or concertedly-- 
employ in exerting price pressure on food 
processors? In exercising any such pressure, 
is there a general method or procedure, or 
do methods vary, depending on such considerations 
as the nature of the food product and the 
size of the processing firm? 

5. To the degree that economies are 
obtained by chain stores in acquiring products 
from food processors, are resultant equitable 
price reductions made by the chains to con- 
sumers ? 

6. To what extent do huge advertising 
outlays which seek to increase consumer demand 
for specific food items, create an increase 
in the total demand for food? If so, to 
what extent, if any, do (a) farmers benefit 
through increased demand for agriculture 


products and (b) consumers benefit in lower 
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prices made possible through mass production 
economies? 

7, If the answer to (a) and/or (b) in 
No. 6 is in the negative, do huge advertising 
outlays appreciably increase prices charged 
consumers for food? If there are pronounced 
differences in this respect among different 
types of food, what is the nature and cause 
of such difference? 

8, What role does the increasing preference 
of chain stores for their own "private prands" 
play in causing ever-increasing reliance by 
food processors on advertising to create 
and maintain demand for their own brands? 

What is the net effect on average prices 
charged consumers, for example, for a pound 
of bacon or a can of salmon? 

9. What are the criteria for determining 
the allocation of shelf space and otherforms 
of display in the food chain store? Do 
farmers and consumers gain through the appli- 
cation of these criteria? 

10. What is the net effect on consumer 
prices of the extensive pre-packaging which 
prevails particularly in food chain stores? 

Do consumers "demand" the degree of pre- 
packaging which now exists? 

11. Is the net effect of extensive 
consumer pre-packaging of fresh fruit and 


vegetables to reduce or increase spoilage 
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and other forms of waste? A subsidiary question: 
Is the practice common of deliberately placing 
spoiled or semi-spoiled products in consumer pack- 
ages in order to "move" such products? 

12, Are there costly avoidable wastes in 
terminal produce markets which appreciably add to 
consumer prices? If so, what are the measures 
needed to eliminate or greatly minimize this 
source of unnecessarily high prices? 

13. To what extent is food chain store mark- 
up applied on a percentage or fixed cents per 
item basis? If the percentage method is found to 
prevail for such high priced items as meat, is 
it feasible to substitute relatively fixed amounts 
per pound or other physical unit? 

14. Are such advantages as the chain stores 
obtain in the large quantity purchases of meat 
from packers, together with the economies of mass 
distribution, passed on to consumers to any 
significant degree? 

15. To what extent does price competition 
exist among competing food chains? 

16, To what degree is the selection of a 
food chain store location -- where existing 
stores are purchased as well as where a new 
store is built -- motivated by a desire to keep 
competition from other chain stores or inde- 


pendent supermarkets at a minimum? 
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17. What are the implications for 
farmers and consumers from the fact that the 
rapid expansion of food chain networks in 
Canada is financed largely through the re- 


investment of profits? 
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COMMISSIONER WALTON: I do not have any 
questions; it is just an observation. On page 40 
you ask the question: 

"Are there indications that chain-store 
price pressure on produce merchants, canners, 
meat packers and other food processors results 
in lower prices to farmers than would other- 
wise exist?” 

In your first eighteen or so pages IL would assume from 
the references you quoted and the research you have 
done that you might subscribe to the opinion that 

has been expressed to this Commission by other briefs, 
that you perhaps would think that the magnitude of 

the size of the retail chain store, the pressure 

tends to have a downward pressure on prices that 
producers receive? 

MR. COOPER: Yes. 

COMMISSIONER WALTON: Thank you. 

COMMISSIONER COUVRETTE: At the bottom of 
page 36, the footnote, in 1957 the food expense per 
capita was $290 in the United States; that is what it 
says, is it not? 

MR. COOPER: That is Canada. 

COMMISS LONER COUVRETTE: Well, Canada, I 
presume it is probably 4 little higher now but pro- 
bably not to any great extent. We can agree on 
that -- it is probably not much higher. Let us 
take the 1957 figures. Now, does not the whole 


question boil down to how much profit is made along 


—— the line on a $290 a year bill from producer to 
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consumer and how much of it could be saved? 

MR. COOPER: Well, I think that would be 
part of the question. Of course, I have tried to 
develop the point. Perhaps I have not been explicit 
enough, that a very large proportion of the consuming 
public would spend either (a) spend more if they had 
the income or (b) that the amount they do spend should 
result in a larger physical volume of food per capita. 
In other words, to the extent there is a growing 
percentage of this expenditure which represents 
promotional costs, prepackaging, advertising, and 
so on and so forth, there is that element of what I 
have described as waste, well,others have described 
it as waste as well as whatever the profit may be in 
the respective amounts, 

COMMISSIONER COUVRETTE: Yes, but the old 
problem is, sometimes you have a yearly $290 food bill, 
whatever that is being wasted was going into too high 
profits; is that correct? 

MR. COOPER: Yes, that is true. 

COMMISSIONER COUVRETTE: You have no way 
of estimating that? 

MR, COOPER: No, not in the sense of segre- 
gating. The whole emphasis on the role of the chain 
store would indicate that its share of this is a dis- 
proportionate share in the form of profit, and with 
the development of food marketing in the manner it 
has, and particularly since the war, involves a large 


element of waste -- or put it this way, that the con- 


sumer is not getting for his or her dollar what he or 
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she is entitled to. 


COMMISSIONER COUVRETTEt Yes, but what I 
am trying to find out is to try and enunciate that 
in dollars and cents if possible -- for instance, 
let us take one item. You mentioned prices at 
chain store level, well, what are the gross profits 
before taxation, three point something per cent? 

MR, COOPER: I think this is one of the 
things I said I had not looked into. I know in the 
United States they were 14.2. 

COMMISSIONER COUVRETTE: That was on in- 
vestment? 

MR, COOPER: Yes. 

COMMISSIONER COUVRETTE: But the food bill 
is sales, is it not, it is sales to the consumer? 

MR. COOPER: “ell, it is both. 

COMMISE TONER COUVRETTE: It is both but 
in order to reach the profits on investment you start 
from investment on sales --- 

MR. COOPER: Well, you might start from 
them, but I start the other way. 

COMMISSIONER COUVRETTE: Well, let us try 
it my way -- start with profits on sales? 

MR. COOPER: I would say they are 3.5 per 
cent, let us say -- it says 4 per cent for sales. 

COMMISSIONER COUVRETTE: All right, 4 per 
cent. Now, it is probable we would not expect some- 
one to say that they may be 2 per cent too high; mayb 
iit could be a fair figure. It\would Fepreses= only 


about $6 per head out of profits going to that chain 
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store that should not go to profits; is that right -- 
per year? 

MR. COOPER: That is right, if you will -- 
if profits were the only element, but I think two- 
thirds of this submission attempts to develop the 
point that it is wasteful forms of cost on which are 
superimposed excessive profits. 

COMMISSIONER COUVRETTE: Well, of course, 
profits at two or three different levels, at least? 

MR. COOPER: Yes. 

COMMISSIONER COUVRETTE: They would have 
to be added. We do not have the figures here, and 
some wastage as you call it -- some call it neces- 
sities -- at any rate, anything applies to a per- 
centage of $290 for the food bill per capita; what- 
ever it is, we cannot find out today. Is that 
right? 

MR. COOPER: Yes. 

COMMISSIONER KIDD: The question in these 
terms of unit, defining unit as a person, or put it 
the other way around, relating 1t to ~~~ 

MR. COOPER: Yes. 

COMMISSIONER KIDD: Could you comment on 
that? 

MR. COOPER: Well, that internal amount, 
the significant thing there for me would be to get 
back to the return on investment. In reference to 
this article by Dhalla in Canadian Business, he says 
in the chain store the annual rate turnover is 225 
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vegetables, 45 times for frozen foods, 30 times for 
groceries, and 13 times for non-food items. Of 
course, I was interested there chiefly in the turnover 
on meat. When you take out Sundays and holidays 
this means a turnover on meat almost every business 
day of the year, and I suspect along with the fact 
that he says that 25 per cent of the total sales of 
the chain store are typically meat, if this were 
analysed in all its facets I think you might find 
he has some explanation, a very major explanation for 
the high cost of meat as the consumer encounters it. 
If I may on that, the volume factor of course enters 
in and a study was made in the United States in 1952, 
and, therefore, it is out of date.now, particularly 
simce self-service has become so important in the 
chain meat department. However, the results were 
something like this. Exactly as follows: where 
the store does 1000 pounds or less volume per month 
the operating cost to the store is from 20 to 25 cents 
per pound. When the store does 4000 pounds or more 
per month, this is meat, the operating cost drops 
to between 8 and 9 cents per pound. Now, I suspect 
that this is not passed on in any similar ratio to the 
consumer at all. I have met people in Ottawa who 
sy that they cannot afford to buy meat in the chain 
store; they get it somewhere else. 

COMMISSIONER DRUMMOND: I think Mr.Couvrette 
covered most of the key questions already, but in the 
list which you yourself enclose at the end of the brief 


I would like to ask one or two questions. You refer 
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to this question of inelasticity or elasticity, 
whichever it is -- the demand fox food products. 

You, of course, are well aware that in recent years 
in both the United States and in Canad there has 
been a marked increase in consumer income, in consumer 
spendable income, and this has resulted in a very 
significant shift in consumption of certain types of 
food products to certain other types of things, for 
instance, like meats, which you specifically mention. 
The increase per capita in consumption of meat has 
been very marked, 

What I am wondering is this, what do you 
think about this suggestion that this shift might be 
interpreted to mean or to be the equivalent of a 
tentative expansion in the demand? In other words, 
you can say for the time being there was a yery.- 
considerable degree of elasticity of demand for these 
things that are being consumed in greater quantities. 
If that was so you would have to say there was a 
corresponding change in the elasticity of the other 


types of commodities which they are being substituted 


for. What do you think? 
MR. COOPER: well, I am not sure I follow 


this entirely. I agree certainly that as incomes 
increase -- that is, real incomes -- when the price 
deflator is applied you might have a natural increase 
in purchasing power, particularly for the higher 
priced foods such as meat and dairy products, that 


families will spend more. 
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I call to mind one rather interesting kind of evidence 
on that, that the Department of Agriculture in the 
United States discovered where for incomes of people 
of $1,000 -- comparing these with $1,000 or less per 
year, and an increase of $1,000 or $2,000 will mean 
an increase in the quantity of about 59 pounds of 
meat. 

In the southern part of the United States 
it means more -- 127 pounds increase ~~ whereas for 
incomes over -- I think at that price level, as 
this was in the early 1950's -- for incomes of over 
$4,000 all of the increase goes into better cuts, 
more expensive cuts rather than quantity. 

COMMISSIONER DRUMMOND: Would it be fair 
to sum this up in this way by saying for certain 
cuts or for certain items you might have a tentative 
quite pronounced degree of elasticity of demand 
but that for foods all lumped together, that is 
all foods, you may still have a very pronounced de- 
gree of inelasticity? 

MR, COOPER: Well, relatively so, and yet 
again -- well, these figures cited in the footnote 
for Canada -- you see, these were in constant dollars 
of the same purchasing power. They do show, never- 
theless, assuming that real income was increasing in 
this three or four-year span, they do show never- 
theless in dollars of constant purchasing power 
there was an additional average amount spent on food. 

Now, if there had been complete inelastici- 


ty that would not have happened. In fact the 
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reverse would have happened. The United States 
shows the same, 

COMMISSIONER DRUMMOND: Just one other 
question, This is of a very general nature. A 
great many of your references are necessarily American 
references’ 

MR. COOPER: Yes, sir. 

COMMISSIONER DRUMMOND: To some extent the 
developments in the United States have preceded those 
in Canada. I am wondering what your view would be 
on two things: first, as to the degree of appropriate- 
ness of United States evidence relative to the Canadian 
development, and secondly, as to the extent to which 
the evidence which you have found -- and you have 
certainly found a lot of it -- is of such a character 
as to warrant us drawing pretty positive conclusions 
from it? 

Mk. COOPER: Well, I think they are very 
similar in some respects, As far as I can gather, 
isolating the chain store factor, the chain s tore 
represents a bigger element in the Canadian picture 
than it does in the United States. On the other hand, 
to take the industry with which I am most directly and 
normally concerned, meat packing, well, here again 
the concentration is greater in Canada than it is in 
the United States. 

Now, to the extent that there is some pushing 
and hauling and bargaining between these two concen- 


trated segments of the food industry in Canada, I do 


not know whether it is. 
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I get the impression that perhaps the 
pressures on the chain stores from the chain stores 
on the packers at the present time are more severe 
in the States than they are here, but this may be yet 
a lag. 

On integration, which I think is the thread 
of development, that needs to be very closely evaluated. 
Here again it is hard to say. There are so many 
different kinds of farming, and so on. It is hard 
to make any generalization, but my impression is that 
perhaps integration is going further in the United 
States than here, although I am not too sure about 
that. But these variations, I think, are more 
historically interesting than vital so far as 
evaluating the whole picture is concerned, There 
has not been, as far as I can discover, as much 
written on integration in the Canadian sources, in 
the journals and so on. 

COMMISSIONER DRUMMOND: Just recently. 

MR. COOPER: Although a somewhat popular~ 
ized article like Dhalla's in Canadian Business pays 
considerable attention to it and does not make any 
bones about it, what its implications are. 

I believe developments are closely parallel 
and that as far as there are any lags in time in either 
direction, they are not particularly significant in 
terms of interpretation. 

THE CHAIRMAN: Mr. Cooper, may I refer you 
to page 10, the second full paragraph, starting with 


the words: “Therefore this source «. - one I read the 
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words: "We are also convinced that the realities 
require the Commission to set forth a constructive 
programme which seeks to ensure a fair share for 
the farmer of the consumer's dollar and to maintain 
this share at a reasonably stable level." Do 
you really wish to stand behind that statement? 

MR, COOPER: I think when modified by the 
following sentence where I say that I -- I don't 
know, when you come to it, that that is anything very 
different or new. 

THE CHAIRMAN: But you are saying here 
you will stand behind it, that the Commission should 
recommend so as to seek a fair share of the consumer's 
dollar for the farmer and to maintain the share at 
a reasonably stable level. 

MR. COOPER: Well, I mean -- yes. This 
was certainly my intention when I wrote that sentence 
Perhaps I was under some misapprehension as to the 
Commission's authority, buc I assumed that because 
you were investigating the price spread problem, 
rightly or wrongly | assumed this logically seems to 
come or realistically flows -- such a thing flows 
from that. 

THE CHAIRMAN: That is not the point. 
This is the point: Do you ceally believe that the 
establishment of some share of the consumer's dollar 
and the maintenance of that share to the farmer has 
any reasonable basis as a public policy? You do 


believe that, do you? 


MR. COOPER: Do you mean a constant share? 
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THE CHALRMAN: That is what it says, is 
it not? 

MR. COOPER: Yes. I believe -- I think 
in that sense that was not quite what I had in mind. 
I mean the words “fair” and stable’ are not the 
same. I would say ‘fair’. 

THE CHAIRMAN: Thank you, We are very 
grateful to you, as I said before. We appreciate 
the amount of work and thought that has gone into 
this very fine presentation. We appreciate it very 
much. 

We will adjourn for five minutes. 


MR. COOPER: It has been a pleasure. 


~--Short recess. 
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Submission of 


CANADIAN ASSOCIATION OF CONSUMERS 


Appearances: 
Miss Isabel Atkinson President 
Miss Helen James 


Mrs. R. Warren James 


THE CHAIRMAN; The next brief is on be- 
half of the Canadian Association of Consumers: 
Miss Atkinson, Miss James and Mrs. James. Who 
is going to read the brief? 

MISS ATKINSON: I am going to read the 
brief, Mr. Chairman. 

The Canadian Association of Consumers pre- 
sents this brief on behalf of the women consumers of 
Canada. This Association was organized in 1947 by 
national women's organizations in response to the 
widespread demand by Canadian women for a consumer 
organization which would continue the educational 
and information services of the Consumer Branch of 
the Wartime Prices and Trade Board, and, in addition, 
provide an organization through which the voice of 
the consumer could be heard. At present CAC has 
16,300 individual members and approximately 10,000 
group members, chiefly in rural areas. In addition, 
16 national organizations participate in the work 


of CAC, at national, provincial and local levels. 
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CAC estimates that this membership and participation 
represents about two million Canadian consumers. 

Although membership in the Canadian Associa-~ 
tion of Consumers is at present restricted to women, 
this does not mean that our Association considers in- 
telligent consumption to be an exclusively feminine 
prerogativet Consumer studies, however, indicate 
that women of the home exert a great deal of influence 
in the purchasing of most consumer products, and that 
in the field of food, with which this Commission is 
concerned, their influence is outstandingly important. 

The Canadian Association of Consumers recogniges 
that consumers also occupy the rolvs of primary pro- 
ducers, wage earners, businessmen and others, and hence 
often have conflicting approaches to the same problem, 
However, our emphasis must be on the interests of our 
members as consumers, and our approach to the question 
of price spreads, as to other questions, must be to 
inquire whether the consumer is getting the maximum 
return in goods and services for his or her dollar 
expenditure. 

The Terms of Reference instructing this 
Commission to inquire into che extent and causes of the 
spread between the prices received by producers of 
food products and the prices paid by consumers might 
be interpreted as instructions to examine the cost of 
processing and distributing food. We wish, however, 
to point out that the price paid by consumers for many 
foods in retail outlets does not include all costs for 


food which the consumer is presently bearing; certain 
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costs are borne by consumers indirectly in the form 
of taxes. We will return to this point later in this 
brief. 

In a country as large as Canada one of the 
most important factors affecting the spread between 
the price received by the producer and the price paid 
by the consumer is the cost of transporting goods from 
the producer to the processor and to the consumer. 

We understand that, since the problem of freight rates 
is already the concern of a government board, this 
Commission does not intend to carry its investigation 
into this field. We, therefore, do not intend to 
discuss these transportation costs except for a brief 
reference. Transportation is a much larger factor 

in costs of foods in thinly populated rural areas than 
for people in large urban centres. In recent years, 
railway freight and passenger services have been cur- 
tailed, or suspended, on a good many lines, and during 
periods when road transport is blocked by snow or 
banned pending spring dry-up, the supply situation 
for small communities is difficult. All these factor 
add to transportation costs and widen the price spread. 
Information as to these costs would throw light on one 
aspect of the price spreads picture. 

In the postwar years there have been signifi 
cant changes both in consumer buying habits and in pro 
cessing and marketing techniques, some of which have 
increased the price spread between producer and con- 
sumer and some of which have narrowed the spread. 


Among the changes which have tended to widen price 


al $ =. ee tr 


amt 3a, OF seicisialedactl a2 rtiea e-ak re 1a 


ogaMied ‘bne zig, tid gakeot ak eds} snseromt sem, 
ikng salty. oi Baar ssaubhey ion! yd bavieaos orig od, 
ape Thom, 8 WP sreeyans S. 14% 263 odl oF raMise 909 ets ee, 


Lie p 
ea Cp aaese 


eemnnie any, pity; O22 tama: soeessiag bas | 08) ‘wsoubosg oat 
r0U82 srigtest ie, mentation: webils oni’ ‘ diadas bsssexsbaw oy 


* 
& abs 1iQ9 3 oper Pe Se 20° ter’ binba” ada thesals 2 at 


ary ve ie on 
aed SEF 289 yrt ) ahvereeg os oneFae’ ion “aeab nas alan 
3 Hf cam ie ‘ 
23 buoy eet ree ‘ouct Sani ew | abisth atdy dant 
Wen ee ate ae ae VE 
L to} td. es 361. ba ace ‘no. #ESWaQne ad engi? acuoarh, 


ere Pd el 


7982 98s Sh: Apuecumnad aoitthjogéaaal | | sidongyates 
anit 88958, hOTNT de raligeg pba de by shoot ‘Re ane a | 
eaESY Pog Bk oivaomaee’ ‘eed Sixol “nt aiqoaq aad 


ae ts ee; 
Io i mee (on pep isce TeyaeH #hy Bab, Dig bora yovks, ro 
‘ 3 Jakes 5 Taig baie t ae 


) zat ie sahtids Mie. BOUg 5 “ho Beondge 2a -20 bakes 


. LO woe Kg: sk sts chia ‘sadqd day ‘baoy made aboaea e i 
So sd Se Eas. opel: pun eri iaPsqe 3 aaitbaog ‘boned 
7 y3 v7 ipa 
pI0I253 sas J: A. . sBiorteas® of esi3inbmen. {inane aon 
5 mE) oes eT or rt ote a 2 a) 


pheergs. aaira attye mabe. ben #2320D polscgnaqannts o7 bbs o. 


Ae Oeree eo pe 
po aduil wez@a.biuow -29¥09 seas Ga a2 “Apkdomighat- 
+s i tik OS: a 


.9 71219 -ebastga sotag: ang Yo ——- 


Ae Oise ote 
Leas agig. masd Ha; Satis szdby Imri20q ‘orld at 


af 
: > 185 alle "2G, tie 


po%s al. See, assiged, pad yor: comudo0s nt “ded Sine, an92 
| sved faa jo, seo, saupinriody dH2 1901 pm bas gatewes 
_ bn, fomubo rg sponte - beorge "botdg oitt: PINES 


ae ee a “ane 
a ona power Te sae aver WRF 5 ‘oma Gas Iste2 
ogra. *% 


voi7tg aobiw 03. bebmes eva Aah cS acniio od3 goom@a 


a 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4305 


spreads, many are attributable simply to a higher 
standard of living. 

The last twenty years have, with minor 
interruptions, been years of rising incomes. Although 
price increases during this period have also been sub- 
stantial, Canadian families now enjoy financial re- 
sources which are substantially larger in real terms 
than prewar income, i.e., after taking into account 
the higher level of prices. This improvement in real 
incomes, along with other trends, has affected food 
consumption patterns significantly. 

Available evidence suggests that almost as 
large a share of total family expenditures is allo- 
cated to food purchases now as in prewar days. 

This may at first seem surprising since budget theories 
once postulated that with rising incomes a lower 
proportion of the family budget was spent on essen- 
cials such as food and shelter. The Canadian exper- 
ience has been that, instead of spending less on food, 
Canadian consumers have preferred to shift to more 
expensive foods. Although there appears to have been 
a small increase in the quantity of food consumed per 
capita in recent decades (about 7 per cent), the main 
factors in sustaining the level of expenditures on 
food have been changes in the kinds of food bought 

and changes in the degree of processing of foods for 
retail sale. 

Canadian families are now consuming sub- 
stantially less cereals, potatoes and butter than 


in the past. Fluid milk consumption has changed 
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little, but the consumption of dried milk and cheese 
has increased in recent years. The most pronounced 
expansion has occurred in the consumption of fruits, 
largely citrus fruits, and of oils and fats, ex- 
clusive of butter; the last named development is the 
result of large increases in the consumption of 
margarine and items such as salad dressings. 

The most significant consumption changes 
from the point of view of Canadian agriculture have 
been in meat, poultry and eggs. Canadian consumers, 
for example, in recent years have increased their 
consumption of poultry by one-third in per capita 
terms. The consumption of eggs and red meats has 
also risen; higher income levels have meant a prefer- 
ence for beef rather than pork, lamb or mutton. 

Many foods are also more highly processed 
than in earlier years. For instance, the availability 
of frozen concentrates has been one of the contribu- 
tory reasons for the great increase in citrus fruit 
consumption, Other examples of increased food pro- 
cessing are sliced bread, prepared cake and pudding 
mixes, pre-cleaned and frozen fowl, frozen fruits and 
vegetables, more varied canned goods, and prepackaged 


meats. 

It is probable that buying habits have been 
changed by more consumer education as well as by more 
consumer income. The modern stress on the importance 
of good nutrition and on the effect of diet on health 
has made consumers more conscious of the qualities 


which should be present in the foods they consume. 
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As a result, consumers have come to expect better 
grading and marketing of commodities -- for example, 
less spoilage in fruits and vegetables, certain stan- 
dards in egg grading, more packaging, and less bulk 


sales of food. 
A steady movement to urban areas and a de- 


cline in the farm population has meant that the pro- 


duction of food for home use is of decreasing impor- 
tance in overall food consumption. Farm families 
now rely more on purchases to supplement their own 
production than was true in prewar days. Higher 
farm incomes and owership of automobiles make it 
possible for rural families to be less dependent upon 
their own sources of supply. 

Urban population growth and the phenomenal 
increase in automobile ownership in the last decade have 
been accompanied by the rise of the shopping centre 
with its supermarket equipped to sell a wider range 


of commodities in quantity. The automobile has meant 


that families can drive to these centres to buy gro- 


ceries rather than having to shop at the local grocery 
store which usually does not offer as wide a variety 
of goods. Another factor affecting shopping habits 
and the types of food purchased is the wider ownership 
of home freezers and of refrigerators with freezing 
compartments. Facilities for storing frozen food 

in the home are largely a postwar development. In 
1951 less than one-half of Canadian households had 
mechanical refrigeration facilities, while by 1957 the 


ratio was approximately 80 per ceht of a larger number 
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of households, more than one-half million new homes 
having come into existence in the period. 

It is expected that trends of recent years 
will become more pronounc2d in the future. As more 
of the labour force moves into highly industrialized 
industries where less manual work is performed, the 
switch from high calorie foods such as potatoes to 
high protein foods such as meats will continue. Cereal 
and potato consumption will probably continue to de- 
cline, while consumption of meat, eggs and poultry 
will expand further. 

If real incomes continue moving upward, con- 
sumers will continue to want even more processing of 
food at the retail level. An important factor here 
is the trend towards labour force participation by 
married women. At the present time approximately 
forty per cent of all women workers are married and 
this proportion is expected to increase. This will 
leave wives less time for domestic preparation of foods 
and should lead to a greater demand for foods in a 
highly prepared form. 

1 think this is just a parallel of what has 
happened to, say, clothing, where women no longer weave 
and spin and make their own clothes. It has gone into 
industry, and has happened with foods. 

The changes in consumer demands discussed 
above have all increased the price spread between pro~ 
ducer and consumer, but they are not necessarily to 


be deplored. Additional variety, processing and pac- 


kaging have obviously been demanded by consumers and 
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consumers are willing to pay more money for food to 
get these extras. The processing and distribution 
costs involved can only be criticized if they are in- 
efficient or excessive, involving unnecessarily large 
additional costs to consumers. 

While these changes in consumer buying habits 
have tended to increase price spreads, the rise of the 
supermarket has been a powerful factor in the opposite 
direction, reducing some of the costs intervening be- 
tween producer and consumer, but the extent of this 
reduction is not measurable because of the lack in 
adequate statistics. 

Customers have responded to this efficient 
method of food retailing; the attractive display of 
foods of all kinds in large airy premises appeals to 
consumers, who can shop quickly and conveniently and, 
thanks to the family automobile, can transport pur- 
chases with ease to their homes. 

The increase in retail sales through super- 
markets has revolutionized food marketing in Canada 
in the postwar era. According to a recent report in 
1955 there were 35 food chains in Canada operating 
1,256 units; four of these chains, each with over 
100 units controlled 703 stores and accounted for 
nearly 28 per cent of all Canadian retail sales of 
food. Many independent merchants and the whole- 
salers who serve them have met the challenge of this 
supermarket competition by the formation of volun- 
tary chains to gain the benefit of quantity buying and 


to cooperate in advertising and in other ways. This 
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has enabled them to compete on more equal terms. In 
1956 there were approximately 4,200 of these food and 
combination stores associated in voluntary chains and 
doing $425,000,000 of business, about 25 per cent of 
Canada's total for that year. (Department of Justice, 
material collected for submission to the Restrictive 
Trades Practices Commission in the course of an 
inquiry under Section 42 of The Combines Investigation 
Act into certain Discriminatory Practices in the 
Grocery Trade, Ottawa, 1958, pages 68-71.) 

The expansion of the supermarkets, however, 
raises certain questions which we would like to draw 
to the attention of this Commission. 

1. To a large extent food retailing has 
now become "big business’. Entry into this field may 
still be made by small retailers, who offer more per- 
sonal service to their customers, but competition 
with supermarkets is becoming increasingly difficult 
for them and is making the independent grocery busi- 
ness less attractive to those with small amounts of 
capital. The establishment and organization of a 
supermarket necessitates large amounts of capital. 

With the acceptance by consumers of this fo 
of marketing more and more capital has been attracted 
to chain store retailing. At the present time, there 
seem to be strong indications that, in some areas, 
the increase in the number of supermarkets has been to 
rapid and too great, with a resulting excess of capacity 
in this type of retailing outlet. If investors in 


these supermarkets fail to secure an adequate return 
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on their capital investment, is there a danger here 
of possible amalgamation which might lead to monopolis- 
tic control of food retailing? 

La We feel, too, that there is a further 
possible danger of vertical integration as opposed to 
horizontal integration. In many instances the large 
chains go directly to producers for supply, eliminating 
wholesale services, and there might come to be instances 
where chains would control the production of some foods. 
There are indications that supermarkets have entered 
the processing field as well, and that they influence 
if they do not control processors through shelf-space 
rent policy and quantity and discriminatory discounts. 
It is our hope that the Commission will consider the 
possible danger to consumers! interests if a few chains 
of supermarkets become able to control food marketing 
from production through processing and distribution. 

3. With the expansion of supermarkets it 
may be said that we have moved into the "Packaging 
Era’, The greater emphasis by consumers in recent 
years on sanitation in food handling has led to a much 
greater use of packages for food but the spread of self- 
service food retailing has made the role of the package 
one of great importance to the retailer as well. With 
fewer direct sales by clerks, the retailer (and the 
processor) must rely, to a larger extent, on the eye 
appeal of the product. This has led to a marked ex- 
pansion in the packaging industry. Much that this 
industry has done has been to the advantage of the 


consumer and has been a factor in increasing the 


x Khe he ‘J sees —_. 
sant iadk sd 03 Sub> dagim- siefs bas ,é$94vi99 Ssisaesiony 
“ sac id x i, 9 a -— fie : 
aboot Sao “so bdaubosg '5d4 forgooa Gluow entids S1sthv 
ef n- es ra . a 
bossyes viet byoctebiessdus Sado anolgeatbal ots exedT 


sons af Inoadeovel Asahqaa 3h 
as Far amesiice ss: eldkee 
"*nbtieser’ boot 3a a 
1903 ,festew ~ 38 ain 
nt Tasibsev 20 tagasb sidbaeog 
A aol tnxug9Jnl Is3 ®alz0d 


i ee a ‘en ¥ 
‘363 asequbotg ot yisss1tb og. antes 


“at sitbay: fits 


‘sat 

watyno a polsetastal 
' 

gnei eal vabel' nl 


~ patel on) . 4s 


z VI gave 
‘> 3. 


bistt gnteassorg Sav 


‘ 


q dJoxinos) Jomob- yads: 2 
ntrosib ‘bes yiitdtus bra, gotibq Ines 


Pee et, on “ss 
i? oe > aa 
1: Wactens 


| * aor 
: ’ 
i) iBbienge Iiiw Soria tams Ss sds? aes ego. m0 ai SI 
~ er P . Pye ce 
| as > a Lire Het “EGauvdacs of segnab, sidisecq 
| ee yf +s - fee x , ee eae nese #5 TS pg as ear ae ed y cage 
‘inl aloe S6htIestines os blde Saaaed esosssassque to 
. Te.) Uae i Re ge ot 
. , kp Keak jo See Gal adsoosg’ sebes noksouborg most 
: = oa as ee oe 
oe ie gun to notdabaxs iis o3arh mw 
; ‘ cas Et. 5 ei : “gt tay . uel . Fre is 
iiahtesg Od olat boven BGal sy gadd ‘bisa ‘bd* Yom 
ler i i ee TS ys oe ee Al fa ft EG ho ee | 
og Thi avin tooo ed -2aseidme sssaets dit » axe 
v | | 
; f ‘ i as A ca) Sg ak ae ee ee y Cut 
49," Socitet thaed Boot at “aaldesiode ao Bxe8y, 
i + 


Pet lX a =" rt 
cd , f , : 5: +) x “S * f (ag 
} 
: oe f 
on ; r rhe > em ™ 
; a i ion t‘egey sro o2 6 
ae te . £4 : i 
iy barn)  woliays a3. 33s) 
s% Pie ae ee NI ney sw Sgr 
io wo i Juedus Yogthl eo Vian 
} n - 
. 42 et 
; “ay 2.09. Boi“erd aid 
j fi tac3 tiouM 


eg a i “at oes ata 
A ease DB Jig QJ ES ts 


q3s8has ae 


ae ‘ft teb ¢ 


anian¢ 


sghASke 30 “dan se35978 
gnbTisier boét ooivrss 
Saistidnt sasig ‘to one 
od ehtie jostibh*tews? 


+ 43hidYg?Gas fo! Lagan : 
 ciakdlind Snes Sas‘at Sotenng 


"inn tkad8o0079 


yess) aes 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4312 


standard of living, but we must question whether too 
much emphasis is not being put by processors and re- 
tailers on the importance of the package. 

We feel strongly that in many instances the 
cost of packaging is too high. There are too many 
fancy packages, too many shapes, and too many sizes 
of packages. Many packages and containers cannot be 
used in any way after they are emptied of their origina 
contents. In many cases the increase in the cost due 
to the package is unjustifiable. Many of these 
packages add nothing to the value of the product, and 
most of them are consigned to the garbage bin as soon 
as they are taken home. We feel that more information 
on the costs and the effects of this industry should be 
available to consumers. 

We would urge the Commission to investigate 
the cost of packaging, which we feel may to a large 
extent offset economies in distribution effected by 
self-service in supermarkets, and at the same time 
provide the consumer with no proportionate return. 

As expressed to us, the feelings of consumers about 
this are very, very strong, and are repeated over and 
over again. 

(Footnote: In this connection we would 
like to draw to the attention of the Commission an 
article entitled, It's All in How you Wrap It’, by 
Robert Bendiner, published in The Reporter, April 17th, 
1958. This article points out the cost of packaging 
to the consumer in the United States and we feel that 


developments in Canada are closely following those in 
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that country.) 
(Footnote to previous page: This is an area 
in which the collection and development of further 


statistics would be very helpful.) 
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We would also call the attention of the Com- 
mission to the increase in responsibility imposed on 
the inspectorate service of the Food and Drug Director- 
ate, which has the duty to inspect all packaging plants 
for cleanliness and sanitation, and to make the tests 
to ensure bacteria count in frozen and other packaged 
foods is kept within safe limits. There are now more 
than 10,000 processing and packaging plants in Canada, 
with five hundred or more plants with a drug or medica- 
ment output. We request the Commission to consider 
whether the increase in inspectorate and other staff 
has kept pace with this growth. 

The banning of resale price maintenance has 
been instrumental in reducing price spreads between 
producers and consumers. In view of the increasing 
agitation to have this practice reinstated, we should 
like to re-submit the brief presented in November 1951 
at the time that resale price maintenance was previousl 
considered by the Government, and to reiterate our 
objections to this practice. 

In the earlier discussion of some of the 
factors increasing the price spread in food, mention 
was made of the demand by consumers, as a result of 
consumer education, for better grading and labelling. 
With the growth of supermarkets, the personal con- 
tact which formerly existed between retailer and con- 
sumer and assisted the consumer in selecting her 


food products 1as virtually disappeared. As a re- 
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sult the consumer has become almost whooly dependent upon 
printed information concerning the grade, size, 
weight, directions for use and other relevant 
facts about the food products she buys -- the in- 
formation that enables her to use her food dollar 
to best advantage. She wants this information 
to be reliable and adequate at point of sale. 

In the brief previously before you, 

I noticed Mr. Cooper in presenting his brief 
mentioned the custom of changing weights from one 
pound to 14-1/2 ounces in connection with tobacco, 
and then retaining the same price for the consumer. 
Some of our members have suggested that happens 

in the food field and they object very strongly to 
the practice of having fragmentary amounts rather 
than full weights on the food products which still 
bear the weight of the cost. It tends to confuse 
the consumer in any efforts she makes to compare 
values, and she tends to believe it is done with 
the express purpose of confusing her. She may be 
quite wrong about that, but that is the opinion she 
develops. 

Meat is a vory important item in the 
family food budget, yet beef is the only meat sold 
to the consumer by grade. When beef is federally 
or provincially inspected, it is well done. However, 
with the exception of British Columbia, the grading 
of beef shipped within the province is not compulsory 
at the provincial level although a considerable 
quantity of local beef is sold in every province. 


In some provinces, the greater part of beef sold 
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is local beef and ungraded. Even when beef is graded 


and stamped, individual cuts do not usually bear a 

stamp and are not labelled to indicate grade. When 

beef is cut to order by a butcher in a retail store, 

the quarter or side may bear the packer's grade 

but the practice of cutting meat to order has 

gradually given place to pre-cut and pre-packaged 

meat. As a protection to the consumer,.the extension 

and implementation of meat grading regulations at 

the provincial level would be a great step forward. 

It is difficult for people to know what 
they are getting. 
The grading of fresh fruits and 

vegetables sold in the province in which they are 

grown is subject to provincial grading laws. 
All provinces co not require grading of all fruits 
and vegetables although most fruits and vegetables 
are subject to grading when shipped outside the 
province. Under provincial iaws, however, grading 
is usually done in wholesale lots and does not 
reach the consumer level. Foods graded at the 
wholesale level but not at the consumer level 
include: cheese, domestic fruits in less than 
wholesale lots; oranges, grapefruit and lemons 
graded as to size; vegetables except potatoes, and 
occasionally onions end turnips. Vegetables and 


fruits although bought by the retailer according 


to grade are usually sold in bulk to the consumer 


without reference to grede. 


With the trend to buying in smaller units, 
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the consumer purchasing fruits and vegetables in 
quantities of less than a basket or other standard 
wholesale container generally has no means of 
knowing what grade she is buying. This applies to 
peaches, pears, plums, tomatoes, etcetera, Whole- 
Salers' and producers! prices are set by grade. It 
would seem reasonable to expect that if those who 
are experts in their field require grading laws to 
identify the grade of produce they are buying, the 
plight of the consumer, who is not an expert and whose 
purchases cover such a wide variety of foods, is 

of some consequence. 

Almost all domestic fruits and vegetables 
when processed are inspected and graded according 
to federal laws. The grade, along with weight of 
contents, is printed on the label of the container.. 
Imported fruits and vegetables must also be 
graded and labelled when canned. Since consumers 
are buying more processed, ready-prepared and 
convenience foods, and all indications are that this 
trend is growing, better labelling and buying in- 
formation is required. Too often, informative 
labelling of packaged foods is in small print and 
difficult to locate. 

The purpose of the extension of grading 
laws would be to identify food products by grade 
but not to exclude lower grades from the market. 

The excellent nutritional value of lower grade foods 
is recognized. Such food is an economy and 


could be expected to sell for a lower price. 
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Consumers wno wish to take advantage of the savings 
made by lower quality foods at lower prices should 
not be deprived of the opportunity to do so. 

Grade B and C eges, for example, are a good purchase 
for certain purposes yet they do not appear to be 
sold in most retail stores. Grading should aim 

at identification, not at exclusion, of second 
quality goods. 

The consumer would be willing to pay a 
higher price for higher grades of food and for 
justifiable expenses incurred in providing additional 
grading. Where quality is ccomerned, major source 
of consumer dissetisfaction originates in the 
fact that too often she has no way of knowing 
whether she is p3ying first quality prices Tor 
second quality food. 

The use of Gifferent terminology in grading 


different foods is confusing to the consumer. For 


example: 
Food Commodity Highest Quality 
Eggs Grade A 
Beef Choice or Red Bra 


Canned Fruits & Vegetables Fancy 


Fresh Peaches, Plums, 


Cherries Canada Select 
Pears - in boxes Canada Extra 
Fancy 
Pears - in paskets Canada No. 1 
Aonles Canada Extra 
opts Fancy 
Butter Canada First 


Grade 
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If the consumer is to exercise discrim- 
ination in buying, she requires some means of 
identifying quality. The establishment of a 
uniform system of grading appears to be essential 
and desirable. 

The consumer today, faced with making her 
selections from hundreds of food items, needs 
factual information to buy wisely. In view of the 
foregoing, it is evident that the present extent 
of grading and labelling of food products in in- 
adequate and that more grading and labelling is 
not only desirable but essential to protect the 
consumer's interests. The deficiency, whether 
caused by lack of facilities, trained personnel, 
or for other reasons, leaves the consumer in a 
vulnerable position. The extension of grading 
and labelling laws and the establishment of a uniform 
system of grading to be fully effective would 
involve a programme of consumer education to ensure 
that the consumer would understand how to "buy by 
grade" and get her money's worth. 

rief mention has already been made of 
the fact that the real cost of food to the consumer 
includes not only the return to the peners producer 
and the shares taken by various groups in the 
merchandising chain. The consumer is also a 
taxpayer and as such is called upon to pay for 
services designed to contribute to 4 stable primary 
production. They include research in field crops, 


animal husbandry, dairy and poultry production, 


b ae ig 2 i . 


°. ia * 
alts oe a 


ate. eh at 120, 


} + - ‘4 bal 7 4 
* > 
5 NE ts ae 
bal es , s Sey ele . 
2c0enee of oo ravesorm eitthets oad ce vote 
| fpakesiy DA 
oe es bare 1 
: + io . Seer hs Be. i 
+ oe ies 2 ” ; . % 
‘se e - Se ae sy 
- ~rore » sy , ‘creer « as 
ve Alw . eS “ = « Ly JpeOOD ~o 28 | 
j or ater ee 
‘ : Sh a 
5 4 - e gy 
a id r- 4 ~ ~ ‘ #4 
ec ,ersed t- Poel C pad SOT Ge eel 
’ aS 2 +e" 
ve ‘ 
A at + 
Rett 
, ” - i * . = » > ~ a 
~ > 4 * ij i - iar > Part ges ae 
- 4 : ew - Leet oy : . =) 
= + Pa 7 = ES ies, Bs 
Eyer Fn z tee 
=f se cd 
ed Be 
a 4 d >» * we 15 1 > } “~ > 
ee, ae j “> _” SAS “ = ai 
Dette ee wt 
, . ' r mr’ la s 
. 4 - i? oe te :o— Jar Pes 
ro ae 
j & ne i 
- ‘ , ¢ n ve 
- - -4 “| s : 
~ ‘ be Lard? = sae ‘eras ft on at Oe 
; g's ; : 
| E es aes ’ 
A a r - ’ *“ ° et 
’ r ~ a *) 
J i 4 ‘ . re As AL 
oe ite one oa * e ' 
ee) des 
= ' - - ’ 
Bel ? Ps \ 5 ~ aes & re 
| y * a F ay ‘ are 
J rag > EES ‘ 
= : _ * re 4 7" Pes ae on 
lor? c a is: ; > Boer atc]? DeBAS 
5 ae Pe Peay ‘ : 
= Pe oak 
sf ayoolr . erosast. -4samto 
i? “es 
. 
F n 
=e 
- » a , aa > ion 
4 nC U eo. O8L0 
: + 
ve _ 
«= * Ps 
“= . + » 
—— ar . “! r 
rie 2 > i 752 ” : i -o 
weg Fs 
= yo ges ur j 
of ~~ « > 
4 a4 ¢ “+; 
7 Zz ‘ ad ae OF 335 Ds oe 4 
* ae 3 
eee A moe 
Ye 
, ~ we = - “a 
< a ® 4 7 & 
we a 
as Te ab : 
; reef 
Tt. > : £ oy 
spate ~ 


a i P a 
ions Gn) Mai Taek S oe ee 
: oe Pe a ave 5 eed 
> a eae ite ‘ 
: : 
; es eo 
N - by am ** woe i ed + - 
i 9sq i 4 i’ lake ; 
= 96-3 om Se a le 
7 LP . % 
Pete ete” 
: 4 
e . — » - 2 ore ~~ «| ‘=. > é 
5 , { od -te.de ~paF 
ghey Fy Sa re a ee - 
Wahl. a f 


ss, 


c~% a a ow * - tere? 2 . — > i an fa 7 7 
iy -fu ; : ESOLTSSV Ve PSnea, piteien ST + OC rigs : 


bs 4 *geMpe . ao wet &F 
. vag ¢ ; ~~ ‘ thietn seme 
; aL - WSIIOS AS «<p Ae Lee 
pay go nat eX giant ee 
sets PC a PES he eae Aen 
WN Og 


d es vest sda . a 

vrant sidiie + at QU SF; DASRARR saniitenty 
eR ots) ae Toot geo x ea 

meee Py oe bea A ee 2 8 


‘ s- : 
Diari 2 ficiseas SOY FONE ee 


| . IS o¢ a i eet wed nerae, ‘oe 
stOAi betas witigeg fra Yrisb ~wshesdaint Tenia 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4320 


horticulture, fisheries; for producer education 

through extension and other services; and for sub- 

Sidies to aid in marketing. Something like $80,000,000 
is spent annually by the Federal Government (with 
additional annual spending by provincial govern- 

ments of $70,000,000) on those services to agri- 

culture and some $25,000,000 on fisheries. These 
figures were for 1955 or 1956, and they are probably 
higher at the present day. 

Most of this is expended on constructive 
and long-term programs to improve production 
practices or for assistance in times of drought 
OPE VOOd The consumer as taxpayer accepts the 
burden of these commitments as desirable for this 
important segment of our ecnomny. 


fr £2 
\ 


course they would like to have some 
of the benefits follow through to the consumer. 

The implementation of price supports, 
however, may have undesirable results. There are, 
of course, circumstances which may justify the 
adoption of price supports to provect procucers 
against unforeseen surpluses end catastrophically 
lower prices for a limited period. For example, 
a large local or world crop of a parvicular commodity, 
which is unlikely to be repeated, might force prices 
low enough in one year to bankrupt a significant 
number of producers. Tn turn, this might lead 
to shortages end unduly high orices the next year, 
as well as serious social disruption among the 


1. 14> aettfiyata wou! j vi 
farmers. This kind of situetion would justify the 
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the adoption of price supports as a form of insurance. 

Current price support policy in Canada, 
in contrast, has a tendency to guarantee income 
levels in each supported segment of agriculture. 
Since the inducement to producers to adjust enter- 
prises or scale of operations to the workings of 
a free market is diminished, the result is likely 
to be rigidity, over-production and the accumulation 
of surpluses in the hands of the governments. 

C.A.C. recognizes the need for a sound 
farm policy in Canada to ensure a stable income 
to the producer. However, we agree with the 
statement of Mrs. Hugh Summers, Past President of 
Federated Women's Institutes of Canada (in a report 
to C.A.C. on agriculture at our annual meeting, 
in October, 1958), that "Although several countries 
use the price support formula for their agricultural 
products, many people believe that there should 
be a more satisfactory solution of the problem 
of (depressed) farm prices." 

Her report calls attention to the new 
Agricultural Prices Stabilization Act of March, 
1958, under which floor prices for nine key agri- 
cultural products are guaranteed at not less 
than 80 per cent of a ten-year moving average. The 
commodities are cattle, sheep, hogs, butter, cheese, 
eggs, and wheat, oats and barley except in Wheat 


Board areas. The prices of wool, sugar beets, and 
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soya beans are to be supported, too, by "deficiency 
payments", and a floor price for peaches was 
recently established. 

Some of these prices have been established 
much above the 80 per cent level. 

Perhaps the most dramatic example of the 
irrationality of the new price-support formula is 
the increase in the support price for eggs. For 
Grade A large eggs at Montreal this has been in- 
creased from 39 cents to 44 cents a dozen. In the 
summer of 1957, with the support price at 39 cents 
per dozen, there were large surpluses of eggs 
which went into cold storage and were later sold 
at some loss to the government treasury. Even the 
previous level of support was clearly an incentive 
price to large, efficient producers, and at 44 cents per 
dozen the expansion in the industry will certainly 
be prodigious as will the resultant surpluses. Con- 
sumers will not only pay more for eggs than they 
would if the support price were more realistic, 
but they will in addition be paying, as taxpayers, 
for storing the surplus eggs, and in all likelihood 
subsidizing their final sale at considerably less 
than the support price. The problem of disposing 
of the present large dried skim milk surplus is 
proving very difficult. 

T understand price reports show a large 
sale of surplus cheese to the United Kingdom at 
5 cents above the price to the government was very 


recently negotiated much to the annoyance of New 
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Zealand agriculture. 

The Agricultural Stabilization Act provides 
that there shall be an advisory committee of nine 
members who are reprosentatives of producers. 

C.A.A. believes that there should be some Consumer 
representation on an advisory committee which 

deals with subjects of so much concern to consumers, 
as well as producers, as the products to receive 
price support, the level of support they should 
receive and the period for which the support should 
be in effect. 

Another feature of a price support 
programme which raises food costs to the consumer 
is the almost automatic banning of cheaper foreign 
imports in order to protect the domestic market. 

The prohibition on the import of New Zealand 


butter is a case in noint. 
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In any discussion of the effect of govern- 
ment policy on food costs to the consumer, mention 
should be made of the recent revision in the way 
imports are valued for duty purposes. Instead of 
using a fair market value, or selling price in the 
foreign market, as a basis for valuation for duty, 
imports may now be valued on the basis of cost of 
production plus a fair profit. It is now probable 
that valuations for duty will be higher since 
the cost-profit figures used may not be those of 
the most efficient producers. The higher duty which 
will follow the higher valuations will immediately 
increase the spread between producer and consumer 
DMRLCeE,. 

The Canadian Association of Consumers 
considers that some investigation of the operation 
of Marketing Boards by the Commission would throw 
light on components of price spreads. These 
boards are of two types, government poards such 
as the Milk Boards, with administrative members 
appointed by provincial governments, and producer 
marketing boards, organized by producers with 
board members chosen from and elected by producers, 
operating under the authority provided by Government 
Marketing Acts which nave been passed in each of 
the provinces and supplemented by a Federal 
Marketing Act. 

For many years now the sale of milk to 
consumers has been subject to the control of 


Provineial Milk Board (in most provinces) with 
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members appointed by the government, and power to 
regulate producers! and distributors! share in the 
consumer price, which is in most cases also 
controlled by the Board. Because milk is one 

of the most important foods, and is considered 

an essential food for young and old; consumers all 
across Canada have shown a lively interest in the 
operation of these Boards. They have been 
represented at Milk Board hearings, which have been 
held in most provinces when an increase in the 
consumer price of milk was being considered. They 
have urgently requested that consumers should be 
represented on Milk Boards, but with limited 
success. They feel that this is essential 
because they find that consumer opinion about and 
requests for economies in milk distribution such 
as the "store differential" in price which enables 
consumers to buy milk for less in stores if they 
are willing to carry it home; the use of two-and 
three-quart containers, which also makes a price 
reduction possible, and other services they have 
requested, and persistently resisted by some of 
the Milk Boards, in spite of long-continued requests 
for them. 

Consumers have questioned the basis for 
pricing milk. We are aware that there is a very 
wide difference in the cost of production between 
that of the marginal producer and that of the 
efficient dairyman. We note from the report 


of the Gordon Commission on Canada's Economic 
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Prospects, agricultural section, that although 
average milk production per dsiry cow in Canada 
is much below that in other countries, there has 
been substantial improvement in recent years, which 
it is expected will continue. Since 1939 the 
average yield per dairy cow per annum has increased 
from just over 4,000 pounds in 1935-1939 to 5,216 
pounds in 1955, an increase of 29 per cent. we 
also note that in this same Gordon Report, the 
Ontario section, cows entered in the Dairy Herd 
Improvement Association showed an increase in average 
annual production from 7,954 pounds in 1951 to 
8,616 in 1954. We mention these figures because 
it indicates that the potential increase in milk 
production per cow is likely to keep milk supplies 
at a level which will provide for our growing 
population for some time to come, as it has done 
in the post-war years. 

We would like to urge that the increase 
aie) productivity per dairy cow, plus the increase 
in productivity of pasture per acre, plus the 
reduction in labour units required for a given 
number of dairy cows, are factors which should 
be considered by Milk Boards in setting the price 
of milk. We have noted that the use of "pricing 
formulae" has already taken the place of Milk 
Board hearings in some provinces as a method of 
weighing the factors in setting milk prices, de- 
priving the public - the consumer ~ of information 


about milk pricing. We understand that the prices 
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of the things the producer has to pay for provide 
the main factors in the formulae now being used, 
but we doubt that the increase in productivity has 
been given due weight. 

We think it essential for the public 
interest that there should be provision for consumer 
representation on provincial milk boards which are 
government bodies in the provincial governments. 
This is not merely to satisfy the consumer, but to 
ensure that consumers know the producer side of 
this question. Producer Marketing Boards are not 
government boards, but they are established under 
the authority of legislation and must have the 
approval of the Government Marketing Board which of 
course, do not market, put judge on the Market 
Board procedures in their province. 

In accordance with the principle adopted 
some years ago by C.A.C., that consumers should be 
represented in some way on government boards 
which deal with consumer supplies or consumer prices, 
we have expressed the opinion, and repeat it here, 
that consumers should be represented on the govern- 
ment marketing boards. This principle, we are 
pleased to say, has been recognized by the Government 
Marketing Board of the province of Cuebec, which 
has appointed consumer representatives on its adviso 
committee. 

During the depression primary producers 
suffered acutely. Plans for making co-operative 


marketing more comprehensive as one means of helping 
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themselves out of their difficulties led to the 
policy of producer boards for marketing, with 
authority to organize marketing procedures and 
control marketing and prices, consumer prices as well 
as producer prices. Consumers have not opposed 
these boards to any extent, although there was 
no provision to ensure that consumers should share 
in the decisions about consumer prices, or about 
the administration, of these marketing boards. There 
has been considerable opposition from producers. 
As recently as May of 1958, egg producers in 
Saskatchewan organized the Egg Producers Free 
Marketing Association in order to oppose plans for 
a (compulsory) egg marketing poard. They expressed 
the opinion that if the proposed board assessed 
the producer members fees or levies to provide 
for administration costs and build up a reserve, 
this would increase e€&& prices to the consumer, 
or reduce the producer's prices They concluded 
by saying that "we feel that the cost of operating 
this Board will far exceed any benefit the producers 
will receive and we therefore oppose te To 
the producer who specializes, who produces on a 
large scale efficiently and economically, it is 
important that he be able to market when and where 
he can get the best market conditions. Free 
marketing in such cases might reduce handling costs 
ana the price spread. 

As consumers who realize the need for some 


stability in producer prices and a measure of 
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orderly marketing to achieve this, we do not oppose 
producer marketing, (producers must decide what 
kind of marketing they want) but we feel it should 
not increase the spread between producer and 
consumer prices, it should not be so constituted 
that it can exercise monopolistic powers, and the 
consumer should have the right to representation 
on government marketing boards, which have super- 
visory powers over producer boards. 

One of the components of the price spread 
between producer and consumer is advertising 
expenditures. C.A.C. would like to be more 
satisfied that this share of the food dollar is 
well spent. 

The rapid rate of growth of the advertising 
industry, particularly in North America, and the 
powerful role played by advertising in our marketing 
system are commonplaces. The Dominion Bureau 
of Statistics estimates that total expenditures 
on advertising in Canada, not including such pro- 
motional expenditures as samples and premiums, 
package design, market surveys, etcetera - ap- 
proximately quadrupled in the decade between 1944 
and 1954. In the same period, total Canadian 
personal expenditures on consumer goods and 
services increased only two and one-half times, 
with the result that the ratio of advertising ex- 
penditures to total consumer expenditures rose 
from 1.7 per cent in 1944 to 2-1/2 per cent in 


1954. The trend in advertising agency billings 


$s 


‘ 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4330 


in the years since then indicates that this ratio 
has risen further, a development due in no small 
part to the remarkable spread of television, which 
is a very expensive advertising medium. However, 
one aspect of the ever-increasing share of the 
consumer's dollar accounted for by advertising ex- 
penditures which might be examined by the Commission 
is the rigidity imposed by the advertising agencies' 
established practice of charging a flat rate on 
billings, regardless of their costs; because a 
manufacturer increases his advertising budget, it 
does not necessarily follow that the expenses of 
the agency handling the account will increase pro- 
portionately, and yet that is the basis on which 
the charge is made. 

The ratio of advertising expenditures to 
sales is higher in the food and beverage manufacturing 
industry than the average for total manufacturing 
in Canada - 1.6 per cent as compared with Lek per 
cent in 1954 (the latest year for which such a 
break-down is available). And the ratio is very 
high indeed for one of the individual food manu- 
facturing industries covered in the D.B.S. survey - 
11.8 per cent for the breakfast foods industry. 

This industry's high advertising ratio compares with 
that in two other industries which do not come 
within the terms of reference of this Commission 
but whose marketing methods are not dissimilar: 

11.3 per cent in the soap industry and 15.9 per 


cent for toilet preparations. 
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Then may I add I had the privilege of 
sitting in when the Kellogg Company brief was 
presented to this Commission last week, I think 
that the benevolence of their evidence was really 
touching, but I cannot say that they proved 
that their practice of aiming advertising at 
children and seducing the innocen , as someone 
called it, is one which consumers ever could or 
should approve. 

I felt some regret that more information 
was not extracted as to the ratio or pwportion 
of sales dollar which was appropriated on their 
advertising budget, but I noted that they claimed 
they assisted the parents by helping to persuade 
the child to consume cereal that he would not have 
otherwise consumed. 

The parent will probably tell you that 
they were a nuisance because when she wanted the 
child to eat porridge, he was induced to ask for 
Shredded Wheat or something of that kind, corn 
flakes. 

As I say, the benevolence of their efforts 
sounds very good, but I doubt if it has a basis 
which seemed to be indicated. 

A great many consumers have indicated to 
us in their representations that this is an unpleasant 
and unsatisfactory practice, and when they knew the 
costs they were even more perturbed about it. 

As pointed out earlier, these ratios do 


not include expenditures on sales promotion; if 
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they were included, the figures would, of course, 
be higher and it is likely that the gap letween 


the ratio for total manufacturing and that for the 
Largely because of 


food industry would be wider. 
the growth of the supermarket in recent years, pro- 


motional activity in the food industry has intensified. 
As the report on "Discriminatory Pricing Practices 


in the Grocery Trade", to which we have already 


referred, puts it, "the increasing size of super- 


markets -- has placed emphasis on the use of more 


and more powerful attractions to pull traffic past 
Promotional 


the lengthening row of shelves. 

devices of great variety have been used; indeed 

gome observers have referred to this development as 
The large volume of sales 


'cimmick selling'. 
moving through supermarkets has naturally givenrise 


among manufacturers to strenuous competition for 


preferred selling positions in such outlets - often 
Advertising 


called 'the battle for shelf space’. 
and other promotional allowances are apparently 


playing an important role in this 'battle', as 


are more colourful packaging and other methods of 
To consumers, 


catching the shopper's attention. 
gic display positions and the 


this emphasis on strate 
long the hall- 


like suggest that price competition, 
mark of grocery distribution, is being displaced 
by cost-increasing promotional expenditures ranging 
from trading stamps, through retailer sales contests, 
payment for shelf space and 


premiums in packages, 
the whole gamut of advertising devices." 
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(Department of Justice, Ottawa, 1958, 
opiecit., ppec53+541) 

It would seem that promotional activities 
in the marketing of food would be a worthwhile 
subject of detailed study by the Commission. In 
particular, information is needed on the cost of 
such promotional practices as putting childrun's 
toys in breakfast food boxes, handling so-called 
self-liquidating premiums, giving away free samples, 
etcetera, and the concomitant advertising ex- 
penditures. It is our impression that, if the 
cost were known, the consuming public might offer 
much more resistance to such activities and would 
press instead for competition on the basis of 
price. 

Another possible area of investigation, 
also referred to in the above quotation, is the 
practice of granting advertising allowances and 
discounts by manufacturers to distributors. These 
are simply kickbacks which to the extent that they 
are not matched by advertising or promotional value 
received are substitutes for price reductions. 

Finally, the Commission might wish to 
consider whether the consumer needs further pro- 
tection from fraud or misrepresentation in ad- 
vertising in addition to that now afforded under 
the Food and Drugs Act. The Act prohibits the 
labelling, packaging and advertising of a food in a 
manner that is false or deceptive or that is likely 


to create an erroneous impression regarding its 
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character, value, quantity, composition, merit, or 
safety. The Commission might wish to enquire as 
to whether the aims of the Act are realized in 
practice and also whether additional positive 
requirements might be incorporated: e.g. should 
the protein content and the vitamin A content of 
breakfast food and fruit juice, respectively be made 
known to the consumer? 

Again how far are we from effective enforce- 
ment of the regulations that we have? 

The Canadian Association of Consumers 
acknowledges the contribution of advertising to the 
proadening of the market for mass-produced processed 
foods in particular, and hence to the lowering of 
production and distribution costs in the food 
industry, but wishes to emphasize that the fundamental 
basis of good advertising is the dissemination of 
accurate and helpful information about the product 
concerned. Advertising that is specious or, 
at the worst, fraudulent is harmful to an extent 
that is impossible to measure in dollars and cents, 
because it does mislead and it destroys the confidence 


of the consumer. 
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The members of the Commission will note 
that our brief has dealt with the changing aspects 
of consumer demand and consumer supplies; with the 
transformation in methods of distribution which 
has taken place and continues; with changes in 
marketing methods; with the need for more adequate 
grading and inspection of foods; and with the 
wastefulness of some costly types of advertising 
and sales promotion. The brief has not presented 
commodity studies with statistics to demonstrate 
what makes retail food prices higher or the spread 
wider. Increases in the cost of living have 
made homemakers fearful of inflation, but we don't 
have the information to enable us to pinpoint the 
trouble spots. 

Over and over again in the work we have 
done, and in that done by our provincial branches, 
we have been hampered by this lack of detailed and 
reliable information about the cost from year to 
year of production, of processing at various stages, 
and of distribution. The cost of living index, 
published month by month, only gives us the end 
results, not the hows and whys of continually 
increasing prices. This is like diagnosing a 
disease without indicating what can be done about 
2b. Speaking in terms of economics, we are 
living at the dawn of a strange, new and exciting 
era, when scientific and technological discoveries 
are making possible an increase in productivity, 


in primary products as well as manufacturing, which 
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should usher in an age of abundance, and put an 

end to the shadow of famine and starvation. Instead 
of being able to rejoice in this abundance we 

are worrying about gluts and surpluses and over- 
production; instead of such plenty making the cost 

of living lower, it remains high and continues to 
climb. It does not seem likely that these new 
economic problems can be solved by using old economic 
patterns. Much more consideration will have to 

be given to "Consumer Economics" before satisfactory 
economic patterns and policies emerge and the 
Canadian Association of Consumers is hopeful that 

the work of this Commission will lead to constructive 
efforts for sound production, marketing and dis- 
tribution methods, helpful to producer and consumer 
alike. 

Respectfully submitted on behalf of the 
Canadian Association of Consumers. 

Addenda: There are some examples of 
commodity prices and conditions which have been 
referred to so often by our members that we re- 
capitulate their comments or questions. 

Next to milk, already mentioned in the body 
of the brief, the item most frequently referred to 
is meat. Consumers are disturbed about its quality, 
even its wholesomeness when it has not been in- 
spected, as well as its price. For the protection 
of consumers it has been suggested that meat which 


has not been inspected should be so marked at point 


of retail sale. 
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The next product in point of frequency 
mentioned was the apple. According to figures 
quoted in provincial C.A.C. briefs there is a very 
wide spread between producer and consumer prices 
in the Maritimes and Ontario as well as in British 
Columbia and this prevails whether the apples are 
Producer Board Marketed or marketed in other ways. 
The British Columbia price is typical. The producer 
got $1.12 per 4O-pound box. The consumer paid 
$4.35 to $4.75 for it whether it had been shipped 
fifty or a thousand miles. Per pound prices 
ranged from 10 cents to 15 cents, were even higher 
late in the season, due to storage costs, presumably. 
Tn British Columbia's Okanagan Valley in the summer 
of 1958 the National President of C.A.C. was asked 
why orchardists were not allowed to sell -- and 
Okanagan consumers to buy - a local pack, less 
costly than export apples required, at a lower price 
made possible by the cheaper pack and by the elimin- 
ation of freight charges. Only the Marketing Board 
could answer that question, which was echoed later 
in a report from Nova Scotia about apple prices there. 
Prairie dwellers, unable to grow their own fruit, 
have to depend on imported supplies. A C.A.C. group 
of young mothers with growing families said they 
could use twice as many apples for their children, 
but the price was too high. Yet they knew there had 
been an abundant crop and apples were reported to 
be unpicked on the trees oP rotting on the ground in 


British Columbia for lack of demand. 
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Dr. Pett, Nutrition Division, Department 
of National Health and Welfare, is quoted as saying 
that Canadians should consume an annual average 
per capita of fresh fruits and vegetables of 537 
pounds, which is 43 per cent more than the 376- 
pound average consumption reported. This indicates 
a big gap between current demand and potential 
demand. 

Vigorous and aggressive sales policies, 
supplemented by processing of high quality juices 
and other canned fruit products, by the British 
Columbia Tree Fruit Marketing Board have built 
up large export” markets for British Columbia 
fruits in the prairie provinces and elsewhere. 
However, since that marketing poard was first es- 
tablished the population of British Columbia has 
almost doubled, it is more prosperous than in the 
thirties, so that it offers a "domestic" market worth 
cultivating, almost equal to the "export" market 
of Manitoba and Saskatchewan combined. Yet, the 
selling system of the British Columbia Board is 
geared to the export market, grading and packs are 
designed to serve it well, and British Columbia con- 
sumers feel that it is given priority, while the 
fruit they get, which should be more "tree ripened” d 
should be up to standard is eften ungraded, unripe, 
and yet sold for grade 1 prices, no less than these 
which require a long freight haul. 

Of producer marketing boards in general there 


are repeated questions as to the cost of maintaining 
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them; the effect of their rulings on the quantity, 
quality and price of the products they market; whether 
by means of their powers of control they tend to 
protect the less efficient producer or processor; 

and finally the conviction that, with such extensive 
and arbitrary powers as the Marketing Board Acts 
confer, there should be some built-in respon- 

sibility to the consumer. 

The high price of salmon, especially of 
canned sockeye salmon, is the subject of many more 
consumer questions, and much concern. The thrilling 
story of the restoration of the Adams River 
Sockeye run, at high cost to the people of Canada, 
is widely known. The cycle of production, 
with moderate runs some years and big runs in other 
years, eulminating in the record catch of 1958, 
has not so far resulted in better prices to con- 
sumers. In years when the run is small, prices 
rise, but they do not go down when there is a big 
run. Why? This year the catch was not big, it 
was enormous. There are press reports of fortunes 
made by boat crews in the short season, and of 
huge earnings sn a single week of fishing, and 
of capacity packs at the processing plants. Why 
is there not some reasonable relationship between 
the cost of production (fishing in this case) and 
of processing, and the price to the consumer. Has 
the consumer who, as taxpayer, paid the costs of 
research and construction which restored the sockeye 


run, no right to share in the benefit of such an 
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abundant supply as we have in 1958? Why should 
the fishermen and packers reap the full reward of 
this national achievement? (The Canadian Grocer 
in a recent issue stated "four or five years ago 
most national brands of sockeye salmon were sold 
around 35 cents per 8-ounce can at the consumer 
level. Today, regular prices are up to 49 cents to 
52 cents in Winnipeg - in many retail outlets. 

Sugar is another commodity the price 
structure of which should be examined. Manitoba 
C.A.C. asks why beet sugar produced in that province 
costs them as much as imported sugar which is 
subject to freight charges? The price has been 
"equalized" so that consumers get no benefit from 
local production. Who controls these prices so 
that the pattern is the same all across the 
country? Why did the price of sugar stocks on 
hand, as well as later imports, go up when there 
was a rising world price in 1957 and then fail tO 
go down proportionately when the world market 
prices dropped? Is the Canadian sugar industry 
protected by unofficial (or gentlemen's) agreements 
to shut out refined cane sugar? Tf so, is it 
done to help the sugar beet grower, or to help 
the cane sugar industry, which is well established, 
if not a near monopoly even now? 

Among other special suggestions received 
from several sources is one that an increasing 
proportion of canned fruit and vegetables should 


be put up in the 20-ounce peck, with some in the 
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old 28-ounce container. During the war the 15- 
ounce pack was adopted as a means of avoiding waste, 
in the many families too small to use the 20-ounce 
can to advantage. Today there is an increase 

in the size of families and the larger pack could 
be an economy. 

THE CHAIRMAN: We have heard interesting 
priefs from most of the provincial groups across 
Canada, and we are very grateful for this national 
presentation. You expressed regret that in the 
discussion in the representations made by some of 
the breakfast food manufacturers that we had not 
elicited information from them about the advertising 
costs. May I say we have sent out questionnaires 
to a large number of food processors and distributors, 
including the breakfast food manufacturers, and we 
have already received returns from all the major 
breakfast food processors, and the returns include 
the information on their advertising costs. 

MISS ATKINSON: I should have made it 
clear that what I meant was that you did not elicit 
it while I was here. IT felt sure you would be 
following that through, and we are glad to know that 
you are. 

COMMISSIONER WALTON: Miss Atkinson, there 
are one or two questions that I would like to ask, 
and if you could amplify some statements that you 
made, as they are rather different from some that we 
have heard from other groups. On page 4, down at 


the bottom of the page, your reference to supermarkets, 
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you have expressed an opinion, and there seems to 
be strong indication in some areas that the increase 
in the number of supermarkets has been too rapid 
and too great with the result of an excess capacity 
in this type of retailing outlet. Then you go on 
to say that if they fail to bring in a return, it 
would not be very good. Have you had some of 
your groups, or evidence presented to you, that 
this is a factor? 

MISS ATKINSON: I think it is only an 
emerging situation, myself. I wasn't the source 
of that information, but I believe it grew out of 
reports of recent developments, one instance of 
which was in Winnipeg where there were three or four 
big new shopping enetres being built before the 
communities around them had been built up to a size 
where it seemed likely they would really be needed 
to serve those communities. We have had several 
comments from consumers in various places. One was 
made to me in connection with a large market -- one 
of these large supermarkets -- in Toronto to. the 
effect that a large part of every day there were 
very few people in the market, and that up to the 
present, at least, it didn't seem likely they 
would be doing such @ volume of business that would 
be needed to be profitable. We have received 
comments to that effect a number of times, but we 
have not got any evidence of a really factual nature 
to support that. My own opinion is that these 


things have to be planned; these developments, perhaps, 
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are initiated before the need for them is fully 
realized with the expectation that communities 
are growing. 

COMMISSIONER WALTON: In other words, 
the source was really that the supermarket seemed 
to be in before there was a sufficient consumer 
buying public around? 

MISS ATKINSON: That is a comment that 
has been made by consumers, and we have no foundation 
for -it.. Actually, I think one of the greatest 
troubles in connection with thismwork is that there 
are so many things for which we have no recorded 
statistics. No surveys or studies have been made 
to give us accurate and reliable information from 
the consumer point of view. Sometimes our opinions 
may be very strong; they may be wrong, because 
we are not properly informed, and one of the things 
that has impressed me in preparing this material 
and presenting it is the tremendous need for more 
information about consumer goods; not just in the 
grocery field. However, the figures -- I think 
that last year's expenditures from food for Canada, 
in 1957, totalled $4,000,810,0003 almost $3 billion 
of that is spent in food, and what they call 
combination stores. Tt is a tremendous volume 
of purchases. The consumer is the purchasing 
agent for the family, and she is not dealing 
in large volumes such as in the industrial fields, 
and she has no continuing source of specialized 


and expert information as to what she should do. 
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It is not only serious for the consumer; I think it 
is serious for the country's economy, when we have 
so Little information, so few studies, and such a 
limited amount of research done on the processing 
of consumer goods and the costs of distribution. 

COMMISSIONER WALTON: You have expressed 
what a great many other groups have said on this 
lack of consumer education. One or two of the 
briefs presented to us have made suggestions that 
it should be a government responsibility. This 
morning another brief suggested it should be a 
composite group on a voluntary basis, with govem- 
ment support. Yesterday there was another group 
that seemed to go a little further in asking for 
consumer representation and that they should be on 
all marketing and processing boards and associations. 
They felt that government boards such as producer, 
marketing boards and agricultural stabilization and 
milk boards should have consumer representation. 
Have you felt -- 

MISS ATKINSON: That is only one aspect. 

COMMISSIONER WALTON: Yes, I appreciate 
that. 

MISS ATKINSON: Total consumer purchases 
last year were something over $19 million. One or two 
millions does not make much difference when you get 
up into that level. Working in preparation for 
this Commission, it has become apparent to me 
how much more information we need, and we need in- 


formation more in non-food fields about consumer 
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distribution than we do in the food field. 

COMMISSIONER WALTON: How do you suggest 
disseminating it? 

MISS ATKINSON: I don't think a voluntary 
organization or representation on boards would do 
more than just touch on certain aspects of these 
problems. This problem is tremendous; it is 
going to continue to be tremendous. 

COMMISSIONER WALTON: Have you any 
suggestions to this Commission that sound practical? 

MISS ATKINSON: My own feeling has reached 
the point where I feel we need a Department of 
Consumer Affairs with a cabinet minister, but you 
can't do that out of nothing. It would take years 
to develop it, and we should begin some time 
soon to give it definite attention. When we want 
something done in regard to standards or sizes, 
4t is done by a government committee -- the Board 
of Specifications, and so on. It is done when they 
have nothing else to do and can give a little time 
to consumer interests. They have other tasks which 
have to do with other aspects of trade and commerce, 
put there is no force in the government which is 
co-ordinating the looking after of consumer 
interests. Take the matter of grading and in- 
spection: We have an inspection service in the 
Federal Department of Agriculture; it goes so 
Tar; We have inspection and grading in connection 
with dairy products, meats and fruit and vegetables 


and some other commodities. 
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But is not organized with the intention of serving the 
consumer, I have with me an outline of their ser- 


vices and they say they are interested more at a cer- 


tain level which is a level for export and distribu- 
tion in that line. In addition to the services of 
the Federal Department of Agriculture we have the 
provincial Department of Agriculture and other pro- 
vincial Departments; we have the Food and Drugs 
Inspection, which has its share of services, but they 
have grown up in different departments over a great 
number of years and there is no coordination between 
them, no one knows quite where one service ends and 
another begins. I think the time has come when 
instead of dealing, as they did originally, with 
agricultural products for export and certain other 
things, they are dealing with a tremendous Canadian 
market and a study should be made of that to see how 
they can be coordinated and unified, and so on. 

The Department of Food and Drugs are respon~ 
sible for certain sanitary conditions in retail and 
processing and packaging firms, and they are respon- 
sible for a great many other services. In connec- 
tion with drugs they are responsible for checking for 
slack fill in packaging and many other things, respon- 
sible for checking imports or certain goods like dried 
fruits which come in. They have sixty-one inspectors 
for the whole country. 

I know the federal Department of Agriculture 
has 455 meat inspectors for the whole country. Now, 


| {do not know how much more time and trouble it takes to 
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inspect ten thousand or more food processing and 
packaging plants or five hundred drug packaging 
plants and see that some retail stores are sanitary, 
that imports that come across the boundary are clean 
and sanitary -- for instance, currants from Turkey and 
Greece and places like that -- they are inspected at 
the border. Now and then there are other services 
that fall on a department like that. I think the 
food processing has mushroomed in the past ten years 
in these frozen foods which are a new development, 
but has the service grown in proportion to that? A 
great deal of it depends on the inspection which they 
are able to provide. 

There is a recent article which I judge is 
reasonably sound published in September Chatelaine, 
which said that after investigating -- I presume 
the Food and Drugs inspectors had only been able to 


examine some 2700 of the 10,000 food processing plants 


in Canada during the last year. The year for which 
the report was made waspresumably 1956. Is once 

a year or once every four years -- it would take 
about that time to get around -- is that enough? Not 


very long ago we had reports of a cheese manufacturer 
in Ontario who was fined $5,000 and some tons of 
cheese destroyed because for four or five years he 
had been notified that he had to clean his place up 
and he had failed to do so. It was partly the 
responsibility of the Department of Agriculture, I 
suppose, which issued the licence to that man, and 


partly the responsibility of the Food and Drugs 
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inspectors and eventually a charge was laid. 

COMMISSIONER WALTON: Coming back to your 
answer, I was asking what suggestion your Association 
might have as to consumer education, and you mentioned 
that you felt it should be another department of the 
Ministry. How would you do it provincially? 

MISS ATKINSON: It is just an opinion I have; 
it is so big that we have to take a new look and go at 
it in a different way. We would probably have to be- 
gin with a division of consumers. 

COMMISSIONER WALTON: Are you aware of the 
setup in New York State where they have recently in- 
stituted in the last three or four years --- 

MISS ATKINSON: It is only representative. 
They would like a setup but they have not got that 
far. I might say we have a great many things in 
Canada that they do not have in the United States. 
They estimate they lose anywhere from one to three 
billions annually because of unsatisfactory weights 
and measures systems. We have a very good weights 
and measures system here; we have far more effective 
drug inspection laws and enforcement, I think, than 
they have down there, for certain reasons. I cannot 
go into all the details but I am familiar with them. 

COMMISSIONER WALTON: You do believe that 
if we had some further amplification on something for 
that if consumers could get available infor- 


consumers, 


mation and were better informed, it would be better for 


the economy? 


MISS ATKINSON: Yes, it would be. 
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Supposing the Commission recommends that 
we should have surveys made on certain aspects of 
food processing and distribution through a department 
or a division of the Department of Trade and Commerce 
that is equipped to do that, with such a department 
going into it -~- I think we can ask the Government 
for something, they are perfectly willing to give it 
to us, but it gets lost because there is no one to 
carry out the particular thing. You would really 
need some government setup which wald look after 
these very big questions. 

I think the producers of this country have 
a terrific problem ahead of them -- increases in 
production, I have some figures which say that in 
Germany between 1951 and 1957 the primary production 
increased by 60 per cent. For the same period in 
England primary production of staple products, at 
the request of the government, was increased by over 
50 per cent -- no, they asked for an increase of 
60 per cent; Germany's was 50 per cent. In Britain 
it was 60 per cent in five years. 

Now, what are we going to do in this country 
with prospects of increased production here and in the 
growing market for them? We cannot let our producers 
fall behind in efficiency and they are going to have 
some terrific problems and continuing problems. L 
have a great deal of sympathy for them but I think 
perhaps we need a lot more information to know how 
to go about this, and we are going to have to look 
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at it from the consumer s point of view as well as 
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the producer. 

COMMISSIONER MacKICHAN: I just have one 
small question. At the top of page 4 you mention, 
speaking of the packaging consumers have obviously 
demanded -- I note that the manufacturers have 
mentioned this item. Is that your stated opinion 
or would you rather use the words ‘obviously 
accepted’? 

MISE ATKINSON: I think “accepted” is a 
better term. I think they have found certain satis- 
faction in the better grading which is inside the 
package and it is more convenient, but I do not 


think the demand originated with the consumer. 
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COMMISSIONER MacKICHAN: That is all, Mr. 
Chairman, 

COMMISSIONER KIDD: Miss Atkinson, I gather 
that you felt there were some unjustified, or un- 
justifiably large charges at the point of the whole- 
salers; but supposing the functions of the wholesaler 
were removed, these functions will still have to be 
performed by someone? 

MISS ATKINSON: Will you tell me, Mr. Kidd, 
where I said that? 

COMMISSIONER KIDD: This was my impression 
of what you had said. 

MIS¢ ATKINSON: I did not intend -- I 
don't know what I have said which suggests that the 
wholesaler was taking an undue share of the spread. 

COMMISE TONER KIDD: No, I did not say 
that so much as it seemed to me --- 

MISS ATKINSON: You mean in connection with 
advertising allowances? 

COMMISS LONER KIDD: No. It seemed to me 
that your point was that the function of the whole- 
saler could probably be got rid of. My point was 
someone would have to perform those services and 
did you think that they could be performed more 
cheaply by any other group? 

MISS ATKINSON: Well, actually, I don't 
think that you could speak of the wholesaler in 
general terms that easily, that it could be elimina- 
ted. 1 do think that supermarkets have perhaps in 
some places gone directly to the manufacturer but I 


do think that where the wholesaler survives, and in 
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some cases I am afraid he has had a very hard time of 
it -- because he is performing an essential function. 

I know something of the situation in con- 
nection with independents who have organized food 
groups. They have usually done it with the help 
or as the result of the organizing ability of a 
wholesaler and very often the wholesaler's costs 
have been very greatly reduced as a result of this 
cooperation and as a result of the competition from 
che supermarkets which has made the independent 
stores undertake organization at a new level and new 
practices. 

COMMISSIONER KIDD: Getting back to the 
question that Mrs. Walton asked, at the bottom of 
page 4, regarding the possibilities of excess capacity, 
it seemed to me that there are two factors in it, two 
points to be considered. One would be the actual 
number of supermarkets in an area and secondly, there 
would be the factor of excess capacity. Now, would 
you say that both these factors could cause increases 
in costs? 

MISS ATKINSON: Nell, it is very difficult 
to say,because, as I say, any such statement that I may 
make cannot be supported by evidence. In the first 
place distribution is something like manufacturing. If 
there is a new product being produced, we will say 
something synthetic is being produced, the manufacturer 
may build the plant before he has developed the demand 
for the article he is going to produce and there may 


be a period before that plant is earning because it 
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takes some time to get the product started. 

I presume that the supermarkets' plans 
are made somewhat ahead of time. You do not know 
what the movement of population will be and it does 
not always go according to plan. You move your 
supermarket unit ahead of the conditions which you ex- 
pect to find to make it profitable but we are net in 
a position to give any factual reliable information 
on that. 

COMMISSIONER KIDD: Well, there are some 
items which you mentioned which do tend to increase 
cost to the consumers, such as advertising and things 
that go to create impulse buying, about which we have 
heard so much, 

MISS ATKINSON: Yes. 

COMMISSIONER KIDD: With that in mind and 
keeping also the last point in mind, at the top of 
page 4 you say, "While these changes in consumer 
buying habits have tended to increase price spreads, 
the rise of the supermarket has been a powerful 
factor in the opposite direction." Can you let us 
have some reasons why you say that? 

MISS ATKINSON: I think at the beginning 
of chain stores and supermarkets -- of course, that 
was back in the late twenties or thirties, there have 
been tremendous changes since then and one of the 
changes has been the margin of the markup of the 
retail grocer distribution. I have seen trade unions’ 
statements suggesting that the markup on groceries 
averaged -- the markup on groceries had been reduced 


somewhere around 14 per cent. In some cases it may 
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be less and in some a bit more, Also in regard to 
advertising I have probably got clippings -- I haven't 
them here -- suggesting that the use of these various 
sales promotion efforts has added two or three per 
cent to distribution costs and has put the markup 

back up from around 14 per cent to 1/ per cent. 

Those are not figures that are substantiated 
by any DBS statistics. They are figures in trade 
journals such as The Canadian Grocer, and so on, 
reporting on perhaps conventions where these matters 
have been discussed by wholesalers and retailers. 

COMMISSIONER KIDD; I had another point. 
This is just a general question, but on page 3 down 
at the second last paragraph you say: UTects 
expected that trends of recent years will become 
more pronounced in the future.'’ One of these 
trends is that there is more food buying or there 
is more expensive food buying today? 

MISS ATKINSON: Yes. 

COMMISSIONER KIDD: Those two factors are 
present? 

MISS ATKINSON: Yes. 

COMMISSIONER KIDD: Do you expect then that 
food prices will rise if this demand keeps on increas~ 
ing? 

MISS ATKINSON: That depends whether the 
potential of increased productivity and distribution 
costs, producer and distribution costs, continue 
to rise as they have done. 


COMMISSIONER KIDD: Yes. I was wondering 
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if you had any ideas about ways to offset that? 

MISS ATKINSON: This speaks of a trend. 
You never can tell when a trend will change or what 
will change it, and a great many things may happen 
but it does seem that the postwar trend has been 
definitely fairly consistent, sometimes slower than 
others, but a consistent increase in the cost of 
living and that has affected the price in most fields. 

COMMISSIONER DRUMMOND: I notice close to 
the bottom of page 12, Miss Atkinson, you state: 

"The promotional activity in the food industry has 
intensified’ and also you state that that is directly 
related cto the growth of the supermarkets, Speaking 
of trends, do you anticipate this particular trend 

is likely to continue? In other words, is it 
another way of saying as the supermarkets continue 

to increase in number and perhaps size that will 

be accompanied by a further intensification of 

these promotional efforts? 

MISS ATKINSON: Jell, the figures we have 
about supermarkets were not that they were intensified 
in number but that after rising to a maximum several 
years ago they had now -- the units themselves had 
decreased from some 1700 to 1256, pexhaps, and 
possibly because they were larger. 

I also notice a matter which I thought was 
of considerable interest, that the amount sold per 
clerk had greatly increased in recent years. That 
is the amount of food, the dollar value of the food 


in proportion to each employee was very, very much 


ak be De eh HY edddiwane: seiagd dans ib ated _ Beahio 
tial, i900, ond 638g; at devos tim: end. Sots, tne saonl 
ot sant et a Shenae ASROTARI OED _ Coa, 
“| teae: Je acy ,cokaP Re ani eit ope ze emis 26d ey 
eon vrteubat but a84 3 @ivigas (ppéicaomnag esr’ 
Ren Spuxth ak, 26m) JisMy Bphiie some seeders thal 2tempamk 
site qa ".2dom nite sey ah iy ARNO TS el soa hesaitane 
he a ‘aly: stéy, obit sei ite HOY. ot (Abed lo 
ut a ah etry raiite ad Tash AO oF wasn a 
eoale sa ; BFaH inary dst 8 ORNS, lo xp “raster 


iw 2ed2 cola tieadtiag abt isdtuat Ad spiozoni og 
Ne é mM FIRG itanes ml ecient ee vd ‘Sgt anqumsne $¢ 


MOG ae 2e 
Fetyette. a Ses soemag axady 
25S tS sa Pil one 
; fy a; oe ck re 
, BV80 ow aston lz eds Ultel s RO LMT A SRE 
PS a ae ini - F , - ' 
' wa y is 


vous “Baky De sae AIS pes et ial 
Lateran cient ol-grradutosiegnay ‘pod serdar nt 


4 4 ; ‘ - FHity af 


of aay lemanars 24505 alll, em tee bed. vey fue aaah 
hp BYR Lag YORRL om, COFE OUR ‘90 aientseh 


od eet 


| 3 Fens Sealer gett. optilionds “ee 
sw nO ee S299 em, .4. ‘Seley oMks I pe 
iat i a” ee yeliy ae ‘Stale oee Med ye. Debit “ich de 
a 2 , Waa’ Shitex ar bere tap Aseeny - eal 
ben] ae» SRL SMP. cy Lest ais pone a “ 
Sr en oe 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


4356 


igher. Those figures are in the report of the 
estrictive Trades Practices Commission. I cannot 
give them to you, but I know they were very high today 
to what they used to be a few years ago. 

just what the effect of competition will be, 
I don't know. This is a big country, as the country 
to the south is. I would hate to see a monopoly 
building up in food because there is such a diversity 
of food and this is such a big country for people to 
spread over and all kinds of competition leaping 
gradually into this field, because whether other 
consumer supplies are in demand or not food is always 
sold. Therefore there is a very stable intention 
of keeping food or staying in that field. 

COMMISSIONER DRUMMOND: My main reason 
for asking this is simply this: a very considerable 
part of the brief is devoted to a discussion -- l 
might say a denunciation -- of the so-called promo- 
tional efforts of various types in advertising in 
the larger sense, and you have apparently concluded 
the development of the supermarkets is at least a 
major factor, if not the major factor, responsible. 

I am wondering if you feel other sections 
of the food industry are not at least partly respon- 
sible also for these promotional efforts. 

MISS ATKINSON: I am not sure whether I 
could blame the adoption of promotional methods on 
any section of the food industry. It seems to me 
that in the last twenty or thirty years we have had a 


great many changes. One of those changes has been 
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the production in 4 region of goods for that region 
by tegional firms of supply, and the outgrowth or 
the establishment of firms which apparently are 
national firms of advertisers, Almost every large 
firm of advertisers is now a national firm and it may 
be desirable for such firms to expand across the coun- 
try but once they do they have to advertise on a dif- 
ferent basis. Instead of doing their own advertising 
they go to advertising firms and then these new develop- 
ments in intercommunication and enlargement of 
fields of production has encouraged the growth of 
advertising firms. 

ile also see premium firms; firms whose one 
object is to pick up premiums at reasonable cost and 
then sell somebody the idea that the consumer wants 
premiums, and they use public relations a great deal, 

I have a clipping here from a man in the 
advertising field, which I would like to read. at 
was at a meeting of the Advertisers Association of 
the West held in Vancouver this summer ~~ an address 
by Robert E. Allen, president of Fuller and Smith and 
Ross, of New York. He was talking on advertising, 
new dimensions in advertising. He said: ‘“R alistic 
advertising must concentrate on essential communica- 
tion to the consumer. « + Essential communication 
says what the customer thinks is important, not the 
manufacturer, not the president's wife, not the 


sales manager, not the engineering department, but 


the customer. 
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will no longer keep a company in business, You 
need facts -- accurate, sensitive, clear, concise 
facts about your customers," 

Now, we think that advertising on that 
basis would be a good thing. what we don't like is 
wasteful advertising which, in our opinion, is in- 
effective and costly and a burden to the consumers 
in the long run. 

COMMISSIONER DRUMMOND: My only other 
question relates to the further statement on the 
next page, in the middle of page 13, where you make 
this summary sort of statement: ‘If the costs were 
known, the consumer public might offer more resis- 
tance to such activities and would press instead 
for competition on the basis of price,” 

That, co me, carries two implications: 
one, that in your opinion the cost of these things, 
if they were calculated, would be found to be ex- 
tremely large, and, secondly, if you could find out 
the cost that it would be possible to get the con- 
sumers as a class, in the mass, to become aware and 
perhaps after they became aware they would become 
alarmed and demand something different; particularly 


price reduction. 
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MISS ATKINSON: Well, a percentage of 
consumers at the present time is disturbed about this, 
and does demand -- 

COMMISSIONER DRUMMOND: A percentage? 

MISS ATKINSON: A percentage. I don't 
think a year has passed when we haven't resolutions 
about this subject presented to us, but the consumers 
as a whole, of course, are very different. At 
the present time they are in possession of more money 
than any group of consumers ever had before -- 
more spending power. There is a wider diversity 
of very attractive goods, which is appealing to 
them. They have not acquired any particular 
resistance, which time will bring, or experience 
which time will also bring, and therefore they are, 
perhaps, more vulnerable now in this stage or 
phase of the development of our distributing system 
than they will be as time goes on. There is a 
natural tendency to develop resistance, and I think 
that we already feel that in some respects. I have 
seen reperts saying there is a great deal of 
consumer resistance to some practices in the United 
States, and I think over a period of time we will 
acquire more discrimination and develop more 
resistance to the less desirable practices. 

THE CHAIRMAN: Well thank you very much, 
Miss Atkinson. This is the last opportunity the 
Canadian Association of Consumers will have to 
present the views of the women of Canada to us. 


Is there anything more you wish to add? 
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MISS ATKINSON: I would like to suggest that 
you bear in mind, both at the provincial and national 
level, we are a women's voluntary organization. We 
do not have funds or experts or legal advisors to 
prepare very able briefs, and what we can do that no 
one else can do is bring you a consumer's opinion, 
whether it is a wise opinion or an unwise opinion, 
and I believe the consumer's opinion, misinformed 
or well informed, is of great value, and I hope it 
will help the Commission. 

THE CHAIRMAN: It has been most capably 
expressed this afternoon. 

I would like to annouce that the hearings 
tomorrow will commence at 9.30 in the morning, and 
express our appreciation to Mr. Hyland, the Vice- 
President of British Columbia Packers for agreeing 
to stay over. We will receive his brief at 9.30 


in the morning. 


--- Whereupon the Commission adjourned at 5.30 p.m. 
until 9.30 a.m. Wednesday, November 19th, 1958. 
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